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Introduction 





A. a Gala dinner in Leeds, On October 21, 2008, Mervyn King, the acting Governor 
of the Bank of England, announced to a sombre audience that the bank finds itself in 
the same position it faced at the onset of the Great War in the summer 1914, however, 
he made no mention of how the then Secretary to the Treasury — John Bradbury — 
solved the identical problem back then by intervening with an issue of 500 million 
Treasury Notes which were given to the banks free of charge to stop them collapsing 
after they ran out of enough gold coins to redeem the millions of baseless “Promises to 
Pay” that they had issued to an unsuspecting public. He could have recommended 
similar measures on this occasion but he chose, instead, to remain silent. 

The Financial Crisis, he told business leaders, would result in a combination of 
lower take-home pay and reduced lending and posed “the risk of a sharp and prolonged 
slowdown in domestic demand...Indeed, it now seems likely that the UK economy is 
entering a recession” which is in contrast to the Prime Minister and the Chancellor 
Alistair Darling who had so far used other terminology to describe the worsening 
economic situation. And in so doing the Governor had now joined a wide range of other 
forecasters explicitly using the unthinkable “r” word ~ “recession”. 

Governor King then went on to say: “Why has the outlook deteriorated so quickly? 
The banking crisis dealt a severe blow to the availability of credit... We now face a long, 
slow haul to restore lending to the real economy, and hence the growth of our economy, 
to more normal conditions...So, taken together, the combination of a squeeze on real 
take-home pay and a decline in the availability of credit poses the risk of a sharp and 
prolonged slowdown in domestic demand.” 

Three days later, Mr. Bean, the appropriately named Deputy Governor of the Bank 
of England, announced that the crisis was the worst in the entire history of mankind. 
However this is familiar territory for governors of the Bank of England, because it is a 
repeat performance of what has happened on at least 17 previous occasions since the 
bank was established in 1694, indeed, it is an exact re-run of several earlier “unimaginable” 
chains of event beginning in 1720 with the South Sea Bubble fiasco a forerunner of the 
recent collapses of Northern Rock, Bear Sterns and Lehman Brothers. 
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In the words of one commentator: “A recession looms because the credit squeeze 
comes at a time when disposable incomes are falling due to rising prices, particularly 
those of energy and food”. But it does not have to be or end like this — neither does 
the recovery have to be “long” or “slow” on the contrary. 

It is clear from reviewing three centuries of written evidence and sworn testimony 
that once we start looking — in the right places — for the actual causes of this and earlier 
“recessions” we eventually find that these, too, were inevitable, predictable and avoidable 
— avoidable for reasons given by Vincent Cartwright Vickers in his excellent book 
ECONOMIC TRIBULATION which was published just prior to his death in 1939 
and his meetings and discussions with the author and compiler of this book, the late 
Arthur Swan. 

Vickers was a former governor of the Bank of England, between 1910 to 1919, 
following which he became President of the Economic Reform Club and Institute. 

He also served as the Deputy Lieutenant of the City of London, and was a director 
of Vickers (Armaments) Limited, for twenty-two years, and then served as a director of 
London Assurance from which he resigned in January 1939. 

The evidence contained in his book, about how and why crashes occur and how 
the “City of London” and “Wall Street collude with one another in the creation and 
control of such crises” will come as a great surprise to those who always thought that 
the City of London was dedicated to clean commerce and five star financial rectitude 
— they must now think again. 

Vincent Vickers, was born on 16th January 1879, educated at Eton and Magdalen 
College, Oxford and died on November 3" 1939, after a long illness. He was neither 
a “conspiracy theorist” nor a “loony lefty” and wrote authoritatively on the subject of 
monetary reform giving detailed, first-hand information, from within London's Citadel 
of Banking and the Board Room of Vickers Industries — Britain's pre-eminent manufacturer 
of armaments. 

He introduces himself and lays out his credentials as follows: “I who write this, 
need no proof of the importance of the money system upon the very lives of the people 
and even to the future existence of the British people, so long as that system (of 
banking) fills the position which it now holds in our National Economy. 

There are many thousands of well-educated men and women who, I believe, 
endorse my views in their entirety. But even for the most zealous of money reformers 
to attempt to write upon so vast and momentous a subject as our monetary system and 
the management of our national finances, such attempts would appear doomed to 
failure unless it were supported by great financial experts whose names were a by-word 
in the country. 

The next best alternative was that the author should himself be (QBPE) Qualified 
By Past Experiences to express an opinion worth reading. 

I therefore decided to take the unprecedented course of offering to my readers my 
own qualifications for putting down before the British people the very precarious condition 
of our monetary system as it exists in this country to-day (in the late 1930's); that this 
our money system forms the most important part of our, economic system, and that the 
nation’s economic system forms part of our social system. 
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Ever since that day in 1926, when, not in arrogance but with humility, I fele it my 
duty to explain to the Governor of the Bank of England, Mr. Montagu Norman, that 
‘henceforth I was going to fight him and the Gold Standard and the Bank of England 
policy until I died’ — and well I remember the words of his reply — (“The Dogs may 
bark but the caravan rolls/marches on”) I have been an ardent money reformer. 

Some few years afterwards ] resigned my long directorship of Vickers Limited, 
since when I have spent much time and money in advocating the necessity for a reform 
of the monetary system. This has naturally brought me into contact with most sections 
of the community; with Communists and those with axes to grind, with malcontents 
and debtors, and, in addition, with men and women who are honest and disinterested 
patriots. 

Not more than a tenth of my income is earned; the rest comes from investments 
in Banks, Bank of England stocks, American and Canadian securities, etc., and, mainly, 
from British industrial securities. I am therefore a ‘capitalist’ - one who has seen better 
times — and content to remain in my present financial position, but most unwilling to 
have my present standard of living further reduced. 

I bear no ill-feeling towards my own class or any other class. I seek neither notoriety 
nor kudos. If someone can change my convictions I shall be only too ready to alter 
them. But in fifteen years nothing whatever has occurred to make me alter my views. 

I still believe that the existing (monetary) system is actively harmful to the state, 
creates poverty and unemployment, and is the root cause of war. 

This personal Confession is merely to demonstrate that I have seen both sides of 
the picture. My opinions are based upon my own experience and knowledge. I am to- 
day in the unique position of being absolutely and entirely devoid of animosity and 
wholly disinterested. I feel myself no longer under any restrictions whatsoever, except to 
guard against doing harm to my country or giving offence to anyone. 

In August 1914, when the public very foolishly thought that gold money was 
preferable to paper money and actually did demand gold for notes in considerable 
numbers, the Joint Stock Banks, like Brer Rabbit, lay low, and referred clients demanding 
gold to the Bank of England. 

A run on the Bank of England followed; and when a paltry ten millions or so of 
golden sovereigns had been handed over the counter to the waiting crowds, in exchange 
for notes, the whole money system collapsed and there followed a double Bank Holiday 
and a moratorium; we went off the Gold Standard, and we were not even permitted to 
draw our own money from our own bank unless we could ‘satisfy’ the bank officials. 

Therefore the British public should be warned to regard with suspicion those who 
plibly talk of the advantages of gold convertibility; for it is a technical term which is 
grossly deceptive and misleading, and should carry about the same weight as the expression 
‘sound finance’. 

Every new invention, almost every phase in our progress, tends to produce a new 
nomenclature and new expressions. Some years ago we heard a great deal about 
‘rationalisation of industry’, which in plain English meant ‘drastic cuts of wages and 
schemes — of amalgamation’ so that the price level of production should make the 
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restored Gold Standard look respectable by still leaving a margin of profit for the 
producer... 

It involves stout adherence to a customary ratio as between deposits and loans; it 
entails the principle of giving the lowest possible interest to the depositor and obtaining 
the highest possible return from the borrower; it favours, quite naturally, the rich, as 
against the poor borrower, and gives a preferred credit to saleable collateral in the form 
of Stock Exchange securities rather than, to any other security. 

Similarly, Inflation and Deflation of the currency: We have been taught that Deflation 
which benefits the lenders of money (such as banks), is at times an unavoidable and 
necessary action in-order to preserve ‘sound finance’; whilst Inflation, benefiting the 
debtor (such as farmers, shopkeepers, and traders), entails action which is so disgraceful 
that it should never be mentioned in any respectable bank parlour. 

When things changed, so that it had to be mentioned, the word ‘Reflation’ was 
coined — in order that orthodox economists should not have their delicate digestions 
upset by being made to eat their own words. 

And ‘sound finance’ means nothing at all. It is merely a sort of bankers’ slogan 
adopted to disguise the injustices of a credit system; so that whatever the form of 
financial jugglery in question might be, (that) it should, in the ears of the public, give 
the true ring of the genuine coin or, at any rate, have a comforting sound about it. 

Whether we like it or not, we must realise that the opinion of the City of London 
very often does not represent the opinion of the Country; that ‘sound finance’ is essentially 
an expression invented by the banker and the dealers in credit 

But, above all, it entails that there should exist at all times a demand for credit and 
currency which, normally, exceeds the supply; and it prescribes that there should be no 
reform and no legislation which might deprive the money industry of the natural and 
interested advantage of its monopoly or of its existing policy... 

It permits and often encourages the taking of risks on the part of Industry and 
Commerce ~ but must avoid participation in that risk. 

It favours Deflation; but abhors Inflation even when it is re-christened Reflation; 
and, in an emergency, is always the first into the lifeboat, the first to leave the sinking 
ship, and the last to man the pumps. 

It refuses to understand that money should be only a means of facilitating an 
equitable barter economy, and that there can be in reality no such thing as sound finance’ 
so long as the country is unsound. 

It fails to believe or to understand that the welfare of the country’s productive 
industries are of far greater national importance than the non-productive business of 
withholding, managing, and distributing a credit founded upon bank deposits which are 
the property of the bank’s customers and are based upon the unlikelihood that depositors 
will all withdraw their credits at the same time. 

Under the immense advantages of the cheque system, hundreds of millions of 
pounds change hands every week between the bank’s individual customers. This cheque 
system is dependent upon the integrity of the people as a whole, and mainly constitutes 
a series of book-entries involving the movement of an extremely small percentage of 
actual currency. 
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Another of the great features of the present monetary system is that extraordinary 
economic propensity known as the Trade Cycle - a phenomenon which is regarded by 
the majority of our banking and finance experts, and many an orthodox economist of 
the old school, as an unavoidable and unaccountable economic reaction, comparable 
with the to-and-fro swing of a pendulum but having, nevertheless, no definite frequency 
or vibration; whereby a boom must inevitably be followed by a slump, and a slump be 
the precursor of a boom. 

This ‘unaccountable phenomenon’ is of course a very objectionable feature; for it 
destroys the confidence of the optimist whilst at the same time confounding the pessimist 
— and therefore induces a get-rich-quick-or-the-tide-will-turn mentality which tends to convert 
the most sober trader into a quick-change artist, destroys permanent confidence, fills us with 
the spirit of gambling and speculation, and turns us all, so to speak, into Trade-cyclists. 

The finance industry, the exchange bankers and the Stock Exchange grow rich 
upon the ups and downs of trade, and are largely dependent on variations and changes 
of the price levels of commodities. 

But productive industry grows rich upon stable markets, a constant price level, and the 
Absence of violent economic fluctuations. 

There are not a few in the City of London who have (legitimately) converted their 
annual incomes into annual repayments of capital, in order to escape the over-burden 
of British income-tax and super-tax. And yet it is the financiers of the City of London 
who are the great conscientious objectors to any ‘premature’ or ‘emergency’ reduction 
in this heavy burden of income-tax. How can one justly blame the Chancellor of the 
Exchequer when he budgets for the ultimate benefits of ‘sound finance’ rather than for 
the immediate necessities of producer (Capitalists) and consumer? 

Under such general conditions the Communist is naturally content to abide his 
time; for he observes that the trend of affairs is slowly converging towards the very 
conditions which he most desires to see — a growing discontent with finance and the 
money system, an increasing weariness of the present form of Party government, and an 
increasing poverty and loss of influence among those who have so recently been the 
mainstay and backbone of the country. Unless the great producing industries of this 
country hold together, consult together, and support one another, there is no safe 
anchorage for the nation in the storm that is already on the horizon (1939). 

In a national emergency it is essential that the nation should be able to rely 
implicitly upon an adequate supply of credit and currency to meet all possible 
contingencies. 

We cannot risk a repetition of the financial fiasco of August 1914, nor permit any 
unregulated flight of capital such as occurred at the time of the Munich crisis. 

We do not want once more a sudden inflation of the currency, followed eventually 
by a still more ruinous policy of long-term deflation. 

We know how we stand with regard to our Navy, Army, and Air Force, and that 
Fourth Arm, our Civil Defence. 

In addition we have the assurance that in time of war the nation can rely upon an 
adequate food supply. 
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And yet, in spite of these defences, each one of which adds its quota to national 
confidence and spurs us to further efforts, we have heard little of encouragement 
concerning our money preparations for this emergency. The nation cannot be expected 
to have full confidence in the future whilst this vital Fifth Arm remains a more or less 
unknown quantity, obscured from the public eye and wrapped in mystery. 

Cheap money and the exchange equalisation fund have well fulfilled their peacetime 
objectives, and the nation has thrown off forever the restrictions of the Gold Standard; 
but such steps are not in themselves enough. 

The supply and issue of money and the creation of credit still remain almost 
entirely outside the control of the Government, and are still managed by Banking and 
Finance and by the Bank of England with its intimate associations with the Bank for 
International Settlements; whilst, until our actual declaration of war, Foreign Exchange 
speculators were permitted at all times to gamble with the nation’s credit, untrammelled 
by any sense of patriotic duty and thinking only of their own profit. 

Although an Act of Parliament was designed to enable the police to give the 
citizens of this country greater protection against the bomb-dropping propaganda of the 
I.R.A., these misguided terrorists have not done half as much harm to the nation as that 
consortium of Foreign Exchange speculators who were left free to initiate a national 
financial crisis whenever a profitable opportunity presented itself. 

Until these financial Gangsters are permanently exterminated there can be no complete 
confidence in the economic welfare of the country. 

Just as the greatest advocates of a better agricultural policy for the nation are the 
agriculturists themselves, so the greatest opponents to a change of monetary policy are those 
who are themselves satisfied with the present order of things? 

Although there have always been grounds for the assertion that the Bank of England 
considers the profits of its stockholders as coming second in importance to the interests 
of the nation, the money industry, in all its branches, is not a charitable organisation, 
but a non-productive industry working for profit. 

That part of our invisible exports which is profit to ‘the money market of the 
world’ is obviously a national advantage of great importance. 

But in so far as this profit may accrue to the City of London at the expense of the 
nation, by promoting the importation of goods which can be better produced at home, 
so this profit becomes of infinitely less value than profit derived from home productive 
industries which carries, in the cost of production, 70 per cent to 80 per cent of wages. 

The moment we realise that, under the existing system, the main inducement to 
work is one of profit, it follows that the practices and rules and regulations governing 
the money industry must be mainly based upon its controllers’ own desire for their own 
profit. It is therefore important to understand where the interests of banking and finance 
clash with those of the producer (of real wealth) and consumers — that is, the community. 

Three great deterrents to progress in productive industry are: 
1. Indebtedness and the fear of indebtedness. 
2. Lack of capital. 
3. Lack of adequate purchasing power in the markets. 
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Therefore the nation, the community, requires: 


1. Freedom from indebtedness where that hinders trade; 

2. Easy credit facilities at low rates of interest with adequate and just terms as 
to time of repayment; 

3, And an ample purchasing power available to the public. 


Vincent Cartwright Vickers — October 1939. 


From the foregoing — it can be seen where today’s problems originated and still 
continue to reside after all these centuries. And why Lord Acton — famous for stating 
that “Power tends to corrupt and absolute power corrupt absolutely” also made clear 
that: “The issue which has swept down the centuries and must be fought sooner, or later, 
is the people versus the banks”. Having said that, if we did not have banks we would 
need to invent them — but they should only be allowed to function as clearing offices 
operating with 100 per cent reserves like Merchant Banks and Building Societies did 
before deregulation and demutualisation. 

Here Vickers is confirming Abraham Lincoln's earlier condemnation of the American 
banking system and explains why references to monetary reform are generally ridiculed 
in the media and made out to be the work of cranks or “Conspiracy Theorists”. 

On November 21* 1864 Lincoln declared: “The money power preys upon the 
nation in times of peace and conspires against it times of adversity. It is more despotic 
than monarchy, more insolent than autocracy, more selfish than bureaucracy...” 

A view shared by Thomas Jefferson articulated in his letter to Albert Gallatin - 
Secretary to the Treasury — in 1802 and later published in ~ THE DEBATE OVER 
THE RE-CHARTER OF THE BANK BILL in 1809, in which he gives the following 
prediction and stark warning: “I believe that banking institutions are more dangerous 
to our liberties than standing armies. If the American People ever allow the (Private) 
banks to control the issuance of their currency, first by inflation and then by deflation, 
the banks and corporations that will grow up around them will deprive the people of 
all property, until their children will wake up homeless on the continent their fathers 
conquered. The issuing power should be taken from the banks and restored to Congress 
and the people to whom it belongs.” 

In addition to this Jefferson also predicted the dangers of escalating debt as witnessed 
below. He said: “The modern theory, for the perpetuation of debt, has drenched the 
earth with blood and crushed its inhabitants under burdens ever accumulating.” 

If America had followed the advice of it’s ‘Founding Fathers’ and most of it’s Past 
Presidents then all of it’s Crashes and Recessions — including the ones in 1929 and 
2008 would not and could not have occurred. Prior to the founding of the private 
Federal Reserve Board in 1913, America had little or no debt. However, as of 08:44 
GMT on November 12" 2008, the United States Debt Clock in Times Square recorded 
the outstanding Public Debt as being: $10,639,854,449,959. On average, this continues 
to increase at around $3.98 billion dollars per day, meaning that each Citizen of the 
United States, which has an estimated population of 305,079,325 is saddled with a 
personal tax liability and debt burden of some $34,875.70 cents. Of which it can 
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truly be said that: Never in the field of human conflict has so much been owed by 
so many to so few. 

In the United Kingdom (apart from Guernsey and Jersey) such has been the case 
since 1694, and most other parts of the planet where the Bank of England model has 
been implemented — which, with the exception of the Channel Islands — means 
everywhere, with Canada being a typical example of what happens elsewhere on earth 
and in the Commonwealth. 

Listed below are the main reasons why previous ‘cures’ for our economic ills have 
all failed and continue to fail. This evidence was made public in the summer of 1988 
by Economics Professor John.H.Hotson Chairman of C.O.M.E.R. Committee On 
Economic & Monetary Reform, at Waterloo University, Ontario, Canada; with an early 
warning of what would happen if Allan Greenspan then the new head of the Federal 
Reserve continued with the Fed’s existing policies and practices, and who must now be 
prevented from claiming that only now, in 2008, has: “The Financial crisis exposed a 
flaw in his and others’ Free Market Ideology...that Banks and investment firms did not 
do a good enough job analysing the risks of the whole mortgage market, and some types 
of derivatives should have been subject to more regulation. That he and others who 
believed lending institutions would do a good job of protecting shareholders are in a 
state of Shocked Disbelief” Associated Press. 

We would, therefore, ask Mr. Greenspan to refer back to the late Professor Hotson’s 
open letter to him and John Crow, which were delivered personally to both organizations 
by hand. 

“Here we go again! John Crow, the new head of the Bank of Canada and Allan 
Greenspan, the new man at the Federal Reserve Board have given a lot of speeches and 
interviews lately saying that if there is one thing they can’t stand it’s inflation. So they 
are going to get inflation down to zero any day now, even if it kills somebody [or every 
body]! Yes, they are going to haul inflation down to zero with high interest rates. Now 
that’s never worked before. The fact is, that we've had inflation in every year, but one, 
since the Bank of Canada was invented in 1934... 

The facts also suggest that if our political leaders allow Greenspan and Crow to 
play doctor with the economy that the result will be a replay of 1979-83 if we are lucky 
or a re-run of 1929-39 if we are not. When you get right down to it, there are at least 
eight things wrong with the policy of trying to stop the price level from increasing by 
increasing the rate of interest. 

(1) The Policy is immoral. 

(2) The policy is illegal. 

(3) The Policy is irrational. 

(4) The Policy has surrendered North America’s leadership to the Japanese. 

(5) The Policy has made all our problems worse. 

(6) The Policy has caused the large U.S., Canadian [and British] foreign trade 
deficits. 

(7) The Policy has increased the banking system’s natural propensity to self- 
destruct. And 
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(8) The Policy has resulted in a worldwide debt crisis where our only choices 
appear to be between, worldwide debt repudiation, depression, and accelerating 
inflation. 

Except for these shortcomings, high interest rates are a pretty good policy.” 


The formula for Interest pushed Inflation is expounded as follows: 


The Money Supply (M) is issued as a Debt (D). 

Therefore M = D. 

However, the debt has to be repaid with interest (i). 

So the formula expands thus: M + (x) = D + i 

The money supply M must remain in equilibrium with Debt plus interest (D + i), 
through the increase represented by (x). The variable (x) is solved as (r) the Rate of 
Inflation (i.e. an increase in che money supply) 

Therefore the real formula that has cursed mankind down the ages is: [M + r = D + 
I] or Money supply plus inflation equals the debt plus interest. Interest, therefore, is the 
absolute cause of an inflating money supply and it is impossible for the debt to increase 
under interest without the money supply being inflated to balance the equation. Copyright 
@ Latticework Management Consultants 2008 


In 1992 COMER - COMMITTEE ON MONEY & ECONOMIC REFORM 
PUBLISHED - THE DEFICIT MADE ME DO IT 


The Myths About Government Debt Debunked 
By 
Harold Chorney. Assoc. Professor of Political Economy and Public Policy Concordia 
University, Montreal 
John Hotson. Professor of Economics University of Waterloo 
Mario Seccareccia. Assoc. Professor of Economics. University of Ottawa 


“THE BIG LIE — in 1720-1992 (& now 2008) 


As the deep recession dragged into 1992, Finance Minister Don Mazankowski said 
he couldn’t do anything about it. His hands were tied, he said. The federal government 
was broke. The cupboard was bare. The deficit and accumulated national debt were so 
enormous that his first priority had to be to reduce them — even if that meant prolonging 
the recession and making it even worse. So his budget contained almost nothing to 
revive the sick economy. With interest payments on the debt gobbling up one-third of 
tax revenue, his response was to keep taxes high and axe more public services and 
agencies. 

Like Martin Luther before him, Mazankowski in effect proclaimed: “here stand I. 
I cannot do otherwise.” 
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But it doesn’t take an economist to see that in fact he could. All you have to do 
is imagine what the government would do if it got involved in another Gulf War — or 
if that war were still raging. Would Mazankowski have brought down the same kind of 
budget? Would he have said, “We'd like to keep on fighting, but we’re broke, so we're 
calling our troops back?” Not on your life! 

Did Canada surrender half way through World War II because the national debt 
had grown even larger than the Gross Domestic Product? Of course not! Somehow the 
extra money was found. But where did it come from if it wasn't by raising taxes or 
borrowing from the private banks? Well, the Bank of Canada simply created all the 
money the government needed — and at near-zero interest rates, too! — [Simply by 
expanding the aggregate known as MO in line with David Ricardo, Abraham Lincoln, 
John Bradbury and John Maynard Keynes]. 

When World War IT ended, the national debt relative to the national income was 
more than twice as large as it is now. But was the country ruined? Did we have to 
declare national bankruptcy? Far from it! Instead, Canada’s economy boomed and the 
country prospered for most of the post-war period...” 

Contrary to popular belief; most wars are predictable and avoidable and World 
War II was no exception. As with our equation showing the causes of Inflation as (M +r 
= D + I) the causes of war and conflict were similarly understood and explained by Silvio 
Gessel. On the eve of the signing of the Armistice in 1918 he published the following 
prediction in Zeitung Am Mitag. 

“In spite of the holy promises of people to banish war once and for all, in spite 
of the cry of millions ‘never again war’ in spite of all the hopes for a better future I have 
this to say: — ‘If the present monetary system based on interest and compound interest, 
remains in operation, I dare to predict today that it will take less than 25 years until 
we have a new and even worse war. I can foresee the coming development clearly. The 
present degree of technological advancement will quickly result in a record performance 
of industry. The build up of capital will be fast in spite of the enormous losses during 
the war, and through the oversupply [of money] the interest rate will be lowered [until 
the money speculators refuse to lower their rates any further] Money will then be 
hoarded [causing predictable deflation], economic activities will diminish and increasing 
numbers of unemployed persons will roam the streets... within these discontented 
masses, wild, revolutionary ideas will arise and with it also the poisonous plant called 
‘Super — Nationalism’ will proliferate. No country will understand the other, and the 
end can only be war again.” 

From this we can see, that interest destroys all attempts at stabilising prices and 
prevents sustainable funding of the economy. In the past these conditions have always 
preceded or accompanied trade wars, which invariably led on to the shooting variety. 
Therefore, based on what we now know, unless we change the present system based on 
interest and compound interest World War III, seems an inevitability. 

In addition to this, Global Warming and other environmental problems can also’ 
be traced back to usury — interest and compound interest — because the legitimate profit 
margins for productive industries are insufficient (after paying interest) for companies 
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to deal effectively with their flue gas emissions, effluent and other waste — SAYS law and 
the rest of Classical Economics — which claims to be about “the management of scarcity” 
just do not work. For we live in a world of abundant wealth, which the present 
monetary system prevents from reaching those who need it. As William Cobbett pointed 
out — the bank of England has created what the world never saw before “Starvation in 
the midst of abundance”. Therefore, as the evidence in this history shows — and the 
testimony of people like Vincent Vickers prove beyond all reasonable doubt — that these 
problems are not caused by genuine scarcity but the scare mongering policies of Scare- 
City Finance. 

In order to remind ourselves of what this actually means in real terms for real 
people in the 21 century the following 20" century address can be repeated verbatim 
to describe similar conditions existing in the world today typified by the harrowing case 
of Baby P: 


‘Thy Will Be Done’ 
Read by Lieutenant-Colonel J. Creigh-Scott, DSO. O.B.E., at the Bon-Accord 
congregational church, Aberdeen, Scotland on 13/9/1936). 


“If a father withholds from his children food and clothing which he either possessed 
or may acquire, and allows them to suffer from the diseases which result from under- 
nutrition and neglect, he is treated as a criminal; but when this is done on a national 
scale, when millions are deprived of food and raiment which we either possess or can 
produce, and when men are reduced to the nullity of dole existence, and our women 
to the nullity of illegal practices, we flatter ourselves upon our moral and economic 
sanity...[whereas] if we were sane, we should never rest till we discovered why consumption 
is never permitted to consume production. Our support of the social service of the 
modern Samaritan, whose aim is to pour the oil and wine of his service upon the half 
dead, is in danger of becoming, if it is not already become — a dope for our conscience; 
for the only effective service that can be given — is to clear the road between production 
and consumption — of the thieves that now infest it. In the present position of things, 
social service may well become a cloak to hide our moral cowardice.” 

And lest we forget the first call on tax is to pay the interest on money which 
governments borrow — money, which, as we have seen, they could create free of debt 
and interest — as they still do in Guernsey and Jersey. The Channel Islands wisely refused 
to surrender this right in 1694 when the Bank of England was set up with the loans 
to William of Orange from the Weissel bank in Holland. A loan of one million two 
hundred thousand pounds (£1,200,000.) was levied on the British people at 8% till the 
Day of Judgment. 

This compounded debt now stands somewhere in the region of £400,000,000,000 
on which the British people will have to pay some £35,000,000,000 (£35 billion) in 
interest charges this year alone — most of our taxes go to service the National Debt — 
euphemistically referred to as PSBR — Public Sector Borrowing Requirement — this 
haemorrhage must now be stopped — if needs be by issuing Interest Free —- Tax Free — 
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Debt Free (MO) Treasury money to redeem it once and for all and release the nation 
frora this monstrous debilitating burden. 

Following the moves by the Committee On Economic & Monetary Reform in 
Canada, in England, CMR — The Campaign For Monetary Reform — started a campaign 
to get the British government to resume its right to create and spend into circulation 
all the money it requires in the form of (MO), thereby cutting out the parasites and 
unnecessary middlemen such as N.M. Rothschild — and in the process implementing, 
what Keynes referred to as: “the euthanasia of the rentier.” As a result of which the 
following letter was addressed to the British Prime Minister — and former banker — John 
Major 


CAMPAIGN FOR MONETARY REFORM: 25/01/1993 


Dear Prime Minister, 


Whilst the Government’s declared economic objectives include “keeping control of 
inflation and public spending” the following option appears to have been overlooked. 


Government spending regularly outstrips its revenues and the deficiency is covered 
by the Public Sector Borrowing Requirement, the PSBR. 


This adds up to a Public Sector Debt of £190,209,000,000 as at 31.03.1991. 
Source: Bank of England Quarterly Bulletin Nov.1992 


The amount of interest payable on the Central Government Debt alone is 
£17,820,000,000 for 1991-1992 


This amount exceeds the combined amounts allocated to Housing @ £7,729,000,000 
and to Education @ £6,342,000,000 Source: The Financial Times 13.11.1992. 


The Government does not finance its expenditure by printing money itself but 
licences banks to create credit i.e. to “print money” which the government borrows 
and has to pay interest on. This is the nub of the matter. 


The option is for the banks tc be credit brokers, rather than credit creators. Her 
Majesty’s Government could then itself print any necessary increase in money 
supply thereby retaining to itself the seignorage and be free from paying interest 
charges. 


We look forward to receiving your comments. We are also circulating this letter as 
widely as possible in order to encourage discussion and seeking active support. 


Yours sincerely. 
C.M.R. 
London. SW1 W8TS. 
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Treasury Chambers 
47al2 est.vd/docs/hamon 
Parliament Street. 

SW1P 3AG 


Miss Martine Hamon 

Campaign for Monetary Reform 

Eaton Terrace 

London SW1W 8TS 22 February 1993 


Dear Miss Hamon, 


Thank you for your letter of 25 January to the Prime Minister, who has asked me 
to respond on his behalf. 


The Government can and does finance itself to a small extent by the issue of non- 
interest bearing money: this is the aggregate known as MO, the stock of which is 
currently some £19.5 billion. The size of the stock of MO is limited by the demand 
for this form of money. 


If the Government tried to increase the amount of this type of finance beyond 
current demand for it, it would loose any control of interest rates in the economy, 
sterling would collapse, and inflation would take off. 


The money that banks create is either interest bearing or renders some sort of 
service that costs banks money to provide. 


I hope this is helpful 
Yours sincerely 


Anthony Nelson 


This was yet another bogus and misleading answer from an agent of Scare-City 
Finance embedded in H.M. Treasury Department, making sure that all challenges to 
their hegemony are either headed off or nipped firmly in the bud. 

The latest revelations about George Osborne and Peter Mandelson’s links to 
Nathaniel Rothschild demonstrate how and why after 300 years that “there is (still) 
limited demand for this form of money” adding strength to adage that: ‘no matter which 
party you vote for a man from Rothschild’s always gets in”. From this it is clear where 
the problem still resides and why there has been no permanent correction of the situation 
since records began. 

These problems — and their solutions — were clearly defined by people such as 
Aristotle, Plato, Imam Gazzali, Ibn Khaldun, David Ricardo, Josiah Childs, Abraham 
Lincoln, Karl Marx, Silvio Gessel, John Bradbury, John Maynard Keynes, Vincent Vickers 
and John Kenneth Galbraith. Therefore, at this point in time, the works of all the above 
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should be placed firmly back on the agenda — because they understood exactly how to 
prevent and correct similar situations to those obtaining today. Particularly John Bradbury 
who, as previously mentioned, stopped a run on the Bank of England, at the outbreak 
of World War I in 1914 and aided the country’s finances throughout and beyond the 
cessation of hostilities until 1928 — through the issue of interest free, debt free, Treasury 
Notes seen on the opening page above — an option which is always available to ALL 
GOVERNMENTS AT ALL TIMES -— including those of the United Kingdom, The 
United States and The Sudan! 

Bradbury, who was one member of the Macmillan Monetary Committee in 1931, 
who actually knew how to overcome such problems as those, recurring today in 2008. 
He wrote a scathing dissenting memo, which lays out clearly and concisely the problems 
then and those that will continue to happen as long as we continue to allow private 
banks to create all our money as debts plus interest and to set the rules by which we 
live and conduct our affairs. Furthermore it should always be remembered that under 
the present privatised fractional reserve system that as of now the percentage has reached 
98% of all money in circulation which only comes into existence when someone is 
prepared to sign a debt contract for it, or a mortgage following which the system only 
then allows money to be created or come into being J.I.T. Just In Time — but not before. 
Mortgage is derived from two Norman French words Mort as in Death Gage as in Grip 
— hence MortGage literally means Death Grip or the Grip of Death. Which is why it 
is said that: “If all debts were repaid — there would be no money left in circulation 
because under the present debt based system — money would cease to exist. As a result 
of which there would be zero credit or liquidity with which to continue...which is the 
real reason for today’s credit drought” 

Remember — Money is not sitting in bank vaults or cash registers patiently waiting 
for someone to come along and borrow it — on the contrary — it is simply created at 
the point of request at a bank counter or through the signing of a cheque. A process 
described several times in this history as — every bank loan becoming a deposit. For 
example, if two people bank at the same bank and customer (A) needs to borrow money 
to pay customer (B) then the money loaned to customer (A) in reality does not exist 
in the bank’s vaults waiting to be transferred into the account of customer (B), all that 
happens is that the loan to customer (A) is simply accepted as a deposit of real money 
into the account of customer (B) even though in reality no real cash or legal tender plays 
any part in such transactions — except as a notional fraction of the overall transaction. 
Which in reality is the root cause of all the instability in the banking system ~ which 
is built entirely on a series of confidence tricks, lies, and fraudulent preferences duly 
compounded by interest. 

Furthermore every genuine $1,000 or £1,000 salary slip deposited in an American, 
European, British or Commonwealth Bank (in fact in any bank operating under fractional 
reserve rules) — this honest money is then debased by a factor of 100 as it is then used 
by the banks to build a fraudulent, unstable, inverted pyramid of fictitious loans and 
deposits any where up to $100,000. Hence the Crash of 2008 and the saying “those who 
live by the fraud, die by the fraud”. 
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Lord Bradbury's dissenting memoranda on page 263 of the 1931 Macmillan Report 
shows in the following extracts the utter impossibility of escaping from “monetary 
collapse cycles” commonly and mistakenly referred to as “Trade Cycles”. His memorandum 
begins: 

“I regret to find my self in disagreement with most of the conclusions formulated 

in this report...1 think the main causes of the economic troubles of great Britain 

since the war [1914-18] have been: 


1. The burden of unproductive debt. 

2. Over lavish spending by State and local authorities. 

3. Excessive cost of transport and distribution and of the products of sheltered 
and protected industries. 

4, The attempt of all classes to maintain a standard of living higher than is 
justified by the facts of our economic situation. 


The burden of unproductive debt is partly that of dead weight debt arising out of 
the (1914-18) War. But this is by no means the whole story. The debenture debts 
of, and bank loans to industries which cannot, or can only just, make ends meet, 
and the maintenance of railway rates at the level necessary to provide a return on 
capital which has to a large extent ceased to be economically productive — to take 
only two instances — are burdens of a similar nature. Out of the total produce of 
industry the creditor and the State on behalf of the rentier and also to meet public 
expenditure on services other than the debt on a vastly enhanced scale ~ takes a 
much larger proportion than before the war; transport and distribution also take 
a larger proportion. The remainder after providing for the remuneration of labour 
is for many industries not enough to leave a sufficient margin to induce the 
entrepreneur to continue his exertions or hazard fresh capital. The weakest close 
down and the maintenance of the workmen thrown out of employment increases 
the pressure on those still at work. The next weakest then succumb and the process 
seems likely to continue until the volume of production is so reduced as to be 
unable to support over the whole country even the standard of living at present 
enjoyed by the unemployed.” 

“It is no doubt true that payments of interest on internal debt and allowances to 
unemployed workmen are merely “a transfer within the country”, but (except in 
so far as they are met by the taxation of the rentier or the unemployed workman 
himself) it is a cransfer from the producer to the non-producer. If it goes far 
enough it will leave the producer with no motive to produce and in the end cease 
perforce because there will be nothing to transfer.” 

“That the catastrophe has not occurred earlier is mainly the result of the tremendous 
strides in the technological efficiency of industry which have taken place concurrently, 
but to take advantage of these, considerable capital expenditure is necessary and 
when industry is unprofitable the necessary capital is not forthcoming. If this is a 
true diagnosis it appears to me that the malady is too deep-seated to be removed 
by any manipulation of currency or credit”. 


26 THE OTHER ROAD TO SERFDOM 


Lord Bradbury, who had successfully issued his famous Treasury Notes — which 
bore his signature — was fully aware that there are perfectly sound alternatives open to 
all governments, then as now, to avoid the destructive policies of deflation, taxation and 
borrowing at interest — through the logical expansion of MO — Treasury Money. 

On page 266 we read other scathing condemnations of this pernicious system that 
as passes for “sound finance”. 


“In an individualistic society capital can only be provided by inducing individuals 
to forego present enjoyment in exchange for future advantage. It is no doubt a 
convenience to all except the individuals who have made the present sacrifice that, 
the capital having been provided, (for) the future advantage shall be diminished or 
fail to materialize altogether. When the capital investment takes the form of securities 
representing money claims this will happen if the rate of interest is reduced by 
artificial supplies of cheap money and if the enjoyment value of the capital claim 
itself is diminished by raising the price level. Both these results can be brought 
about by expanding credit. Indeed, if expansion is great enough, the future advantage 
reaped from the sacrifice may easily in terms of enjoyment be less than the sacrifice 
itself the ultimate loss of real value in respect of the capital claim being greater than 
the interest received in the meantime.” 


“This superficially clever device will however cease to be effective the moment its 
modus operandi is understood, since it makes fixed money claims dear at any price 
and destroys the motive for saving in order to invest in such claims.” 


“So far as the result might be to encourage investment in equities instead of fixed 
money claims, the change, within limits, might be salutary, but the plan is put 
forward for the purpose of stimulating capital development by means of loans, and 
this [it] can only achieve in so far as it may succeed in hoodwinking the real 
investor. If currency “management” is to be used to facilitate manoeuvres of this 
type, the sooner we return to an “automatic” system the better. Honesty, even if 
stupid, is a better foundation for credit than the most adroit finesse.” 1931 


Even though this extract from the dissenting memoranda of Lord Bradbury was 
written over sixty years ago, few could argue that his assessment of the economic crisis 
back then in the Great Depression is not identical with the one being allowed to develop 
again in 2008. 

Throughout this “History of the Abuse of Money’ we are constantly reminded by 
Arthur Swan, of David Ricardo’s dictum that: “The Advantage would always be in 
favour of the issuers of paper”. Because with every issue of new paper comes there also 
a demand for payments of interest, which can only be legitimately met through the 
production of real wealth. And so the logical conclusion to this sub-prime dream-world 
of wealth without effort — could only have succeed so long as the producers of real 
wealth were willing (or unaware) of their role in providing an unearned living for these 
money creators and to those who own our National Debt which he describes in various 
ways, as being the result of our private money creation system — which must be put back 
under the complete control of an Accountable Automatic State Regulatory Authority, 
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before it is too late — it is still not “too late to act”, however, in spite of being confronted 
with a comprehensive history of their failures — those at the helm are still not listening 
— preferring to save their corrupt money creating monopoly by wasting people, the 
economy and the environment. 

Unfortunately all fiscal economists and politicians like Margaret Thatcher, David 
Cameron, Gordon Brown, Vince Cable, et al, and their advisors, along with the media 
believe that there is only so much money in circulation, which has to be constantly 
withdrawn and recycled through an insane system of taxation and borrowing. When the 
only sensible, sustainable method of providing revenues for all Government Spending 
and Public Works is through the issue of MO Treasury Created Money similar to the 
“Bradbury’s which, as previously mentioned, would be spent — not lent — into circulation 
and retired through taxation — the volume of which we already know from the admissions 
of H.M. Treasury's Anthony Nelson — currently happen on the miniscule scale representing 
only 2% of Britain's overall money supply — this MO ratio must now be returned to 
being that of 100%. 

Issuing Treasury or State Money did not begin with John Bradbury's — Treasury 
Notes in 1914 but was with Abraham Lincoln’s introduction of his greenback dollar - 
to solve the financial crisis in 1864-65. On being informed by the bankers of his day 
that they would charge 36% interest to fund the Civil War, he returned to Washington 
and informed his Cabinet that “We have two great enemies — the Southern Army at our 
front and the Financial Institutions at our rear — and the greatest enemy is the one 
behind us”, echoing Jefferson's views that banking institutions were and still are more 
dangerous to America’s liberties than standing armies — to say nothing of ours in the UK 
and those of the rest of the world. Lincoln's declaration of 1865 is perhaps the most 
eloquent explanation of how a money system should function and what advantages and 
opportunities it provides to governments and society, mirroring the views of the true 
function of money by Imam Gazzali in or around 1100 AD. 

Lincoln’s ‘Greenback’ monetary policy was based on ideas endorsed by, amongst 
others, David Ricardo, who designed a NATIONAL BANK for ENGLAND in 1823 
to replace the ever defective and unreliable private Bank of England — unfortunately 
Lincoln was assassinated 3 days later. 


1865. ABRAHAM LINCOLN’S 17. POINT MONETARY DECLARATION 


1. Money is the creature of law and the creation of the original issue of money 
should be maintained as the exclusive monopoly of national Government. 

2. Money possesses no value to the State other than that given to it by circulation. 

3. Capital has its proper place and is entitled to every protection. The wages of 
men (however) should be recognised in the structure of and in the social 
order as more important than the wages of money. 

4. No duty is more imperative for the Government than the duty it owes the 
People to furnish them with a sound and uniform currency, and of regulating 
the circulation of the medium of exchange so that labour will be protected 
from a vicious currency, and commerce will be facilitated by cheap and safe 
exchanges. 
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. The available supply of Gold and Silver being wholly inadequate to permit 


the issuance of coins of intrinsic value or paper currency convertible into coin 
in the volume required to serve the needs of the People, some other basis for 
the issue of currency must be developed, and some means other than that of 
convertibility into coin must be developed to prevent undue fluctuation in 
the value of paper currency or any other substitute for money of intrinsic 
value that may come into use. 


. The monetary needs of increasing numbers of People advancing towards 


higher standards of living can and should be met by the Government. Such 
needs can be served by the issue of National Currency and Credit through 
the operation of a National Banking system. 

The circulation of a medium of exchange issued and backed by the Government 
can be properly regulated and redundancy of issue avoided by withdrawing 
from circulation such amounts as may be necessary by Taxation, Redeposit, 
and otherwise. 

Government has the power to regulate the currency and credit of the Nation. 
Government should stand behind its currency and credit and the Bank deposits 
of the Nation. No individual should suffer a loss of money through depreciation 
or inflated currency or Bank bankruptcy. 

Government possessing the power to create and issue currency and credit as 
money and enjoying the right to withdraw both currency and credit from 
circulation by Taxation and otherwise need not and should not borrow capital 
at interest as a means of financing Governmental work and public enterprise. 
The Government should create, issue, and circulate all the currency and 
credit needed to satisfy the spending power of the Government and the 
buying power of the consumers. 

By the adoption of these principles the long felt want for a uniform medium 
will be satisfied. 

The taxpayers will be saved immense sums of interest, discounts, and exchanges. 
The financing of all public enterprise, the maintenance of stable Government 
and ordered progress, and the conduct of the Treasury will become matters 
of practical administration. 

The people can and will be furnished with a currency as safe as their own 
Government. 

Money will cease to be master and become the servant of humanity. 
Democracy will rise superior to the money power. 


Prophetically, one year earlier, he had foreseen the forces that would eventually 
subvert his policy: “I see in the near future a crisis approaching which unnerves me and 
causes me to tremble for the safety of my country. Corporations have been enthroned, 
an era of corruption will follow, and the money power of the country will endeavor to 
prolong its reign by working upon the prejudices of the people, until the wealth is 
aggregated in a few hands and the republic destroyed”. Abraham Lincoln. Nov 21* 1864 
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This happened, as Lincoln feared, in 1913 when President Woodrow-Wilson signed 
the Act that brought the Federal Reserve System into existence. Commenting later, 
Wilson admitted: 


“1 am a most unhappy man. 

I have unwittingly ruined my country. 

A great industrial nation controlled by its system of credit. Our system of credit 
is concentrated. 

The growth of the nation, therefore, and all our activities are in the hands of a few 
men. We have come to be one of the worst ruled, one of the most completely 
controlled and dominated Governments in the civilized world. 

No longer a Government by free opinion, no longer a Government by conviction 
and the vote of the majority, but a Government by the opinion and duress of a 
small group of dominant men.” 


A view confirmed by Milton Freidman who said that: “The Federal Reserve definitely 
caused The Great Depression by contracting the amount of currency in circulation by 
one-third from 1929 to 1933” 

A view shared by Denis Healy — A Former British Chancellor of the Exchequer and 
Secretary of State for Defence who stated that: “(Such) World events do not occur by 
accident: They are made to happen, whether it is to do with national issues or commerce; 
and most of them are staged and managed by those who hold the purse strings.” 

On June 4, 1963, a virtually unknown Presidential decree, Executive Order 11110, 
was signed with the authority to basically strip the Federal Reserve Bank of its power 
to loan money to the United States Federal Government at interest. With the stroke of 
a pen, President Kennedy declared that the privately owned Federal Reserve Bank “would 
soon be out of business.” 

Assassinated on November 22, 1963. One year later - in 1964 - The United 
States, House Banking Committee, issued the following report. 
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MONEY FACTS 
169 Questions and Answers on Money 
A Supplement to A Primer on Money 


CHAPTER I 
PREFACE 


QI. Who has the right to create money in the United States? 

A. Under the Constitution, it is the right and duty of Congress to create money. 
It is left entirely to Congress. 

Q2. To whom has the Congress delegated this money-creating right? 

A. To the banking system, that is, to the Federal Reserve System and to the 
commercial banks of the country. 

Q7. What problems are raised by an “independent” Federal Reserve? 

A. There are two major problems. One is the problem of political responsibility 
for the country’s economic policies. The other is the problem of final control over the 
Government’ actions in the economic sphere. 

Q8. What is the problem of political responsibility? 

A. Since the Federal Reserve is independent it is not accountable to anyone for the 
economic policies it chooses to pursue. But this runs counter to normally accepted 
democratic principles. The President and Congress are responsible to the people on 
election — day for their past economic decisions. But the Federal Reserve is responsible 
neither to the people directly nor indirectly through the people’s elected representatives. 
Yet the Federal Reserve exercises great power in controlling the money-creating activities 
of the commercial banks. 

Q9. Why is final control of economic policy a problem? 

A. Because with an “independent” Federal Reserve, Congress and the President 
can be moving in one direction while the Federal Reserve is moving in the other. The 
result is sometimes no policy at all. Ac other times, it leads to the Federal Reserve 
neutralizing the President’s economic policies. This very possibility caused President 
Johnson to request the Federal Reserve in his 1964 Annual Economic Report to Congress 
not to nullify his efforts to reduce unemployment and raise incomes. Should the President 
have to ask any Government agency to go along with his policy as approved by Congress? 
Obviously not. 


On Sunday the 26'* of October the Sunday Telegraph published a letter to the 
Editor signed by 16 Economists in response to an interview with Alistair Darling - 
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Britain's Chancellor of the Exchequer — condemning his “Keynesian over-spending”. 
From which it is clear that neither the Chancellor nor the 16 economists understand 
Keynes or Keynesian Economics otherwise they would not have fallen into the same trap 
of believing that his method of “Deficit Spending” entailed “borrowing money” rather 
than what he actually called for which was creating and spending into circulation all new 
money at — zero or close to zero interest as possible — thereby eliminating the need to 
raise revenues of any description through taxation or borrowing. 

Unfortunately, this all-important point has been — Leached out of the teachings 
and implementation of Keynes original Thesis — by men and women of straw with the 
support of other scholars for dollars — a situation made clear by Professor Harry Johnson 
in an article published in the May issue of Encounter in 1968 in which he said: 
“Academic economists...are all only too easily bought, either as public and ostensibly 
“impartial” defenders of party policies, or government”. As such they are “willing to 
allow their reputations to sanction policies adopted contrary to their advice or the 
prescriptions of their science... The government economist is frequently a barrister making 
the best case for his clients behaviour that he can, or an advertising copy writer, plugging 
the most seductive characteristic of the product he has contracted to sell”. 


LETTERS TO THE EDITOR. 
THE SUNDAY TELEGRAPH 
111 Buckingham Palace Road 
London SW1W ODT 


KEYNSEYAN OVER-SPENDING WON’T RESCUE THE ECONOMY 


Further to the above article — as usual — the economists have got it wrong. But 
should we really be surprised? To achieve full employment and price stability, 
Keynes demonstrated over and over again in his General Theory that this can only 
be achieved by the reduction of the marginal efficiency of capital to around 2 per 
cent. This action would bring an end to the power of international banking and 
domestic derivative brokers to disrupt national economies. If national governments 
took upon themselves the responsibility of issuing the currency and all new credit 
money and keeping interest at about 2 per cent they would cut off the means by 
which International banking achieves its power. At no point does Keynes advocate 
“borrowing” so it is time for economists to start thinking outside the box they were 
either trained, paid or conditioned to inhabit. People in the real economy are sick 
of having their lives and wealth creating capabilities being sold out from under 
them by those who love to reap where they never sow. 


In The General Theory he distilled the thinking that went into this great work in 
the following statement: ‘I conceive, therefore, that a somewhat comprehensive 
socialisation of investment will prove the means of securing an approximation to 
full employment. But beyond this no obvious case is made out for a system of 
State-Socialism which would embrace most of the economic life of the community’.! 
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Anyone conversant with Keynes thinking in the General Theory knows chat it is 
these factors which are consistently ignored by certain economists acting — “contrary 
to the prescriptions of their science” if science it be — owing to their close proximity 
to Mamon — in particular Dr. Ruth Lea; Dr. Andrew Lilico; John Greenwood; 
Richard Jeffrey; Trevor Williams; Dr. Nigel Allington; Professor Philip Booth; 
Professor Laurence Copeland; Professor Kevin Dowd; Professor Kent Mathews; 
Professor Allan Morrison; Professor Sir Allan Peacock; Dr. Mark Pennington; 
Professor David B. Smith; Professor Peter Spencer and surprisingly Professor Tim 
Congdon — particularly when they discuss the causes of inflation and unemployment. 
Keynes insisted throughout the whole of his work the important part that interest 
rates play in the operation of the economy and concluded that near-zero interest 
rates were crucial for the survival of producer-capitalism. 


Keynes also made clear what was called for in order for us to achieve this. He said 
that: ‘It would mean the euthanasia of the rentier, and consequently, the euthanasia 
of the cumulative oppressive power of the capitalist to exploit the scarcity-value of 
capital.’ 

From this we can see that Keynes brought himself to separate the money-capitalist 
from the industrial-capitalist and in his advocacy of the ‘socialisation of investment 
was asking for that which Ricardo called for in his plan for the establishment of 
a National Bank of England in 1823. 


Today nations are faced with the twin evils of rising unemployment and inflation 
which threaten to get out of hand, with all the dire consequences this has brought 
about, simply because ill-informed politicians in their acceptance of only part of 
Keynes deficit spending theory fuelled the inflationary furnace with an abnormal 
increase in the money supply with debt based bank created money and credit, 
while at the same time ignoring the vital and all-important role that low-interest 
rates must play, and yet, this key factor that Keynes insisted upon, was, and still 
is consistently overlooked by the 16 signatories and others who should know 
better. 


As Harrod says in his biography of Keynes there was something of the prophet in 
so many of his writings and, we would suggest, non so prophetic as his time scale 
of two generations in which to bring about the implementation of near-zero interest 
rates. 


And yet, we find this mounting chorus of economists blaming Keynes for the 
present dilemma of rising unemployment with inflation, a situation their text book 
theories have not allowed for, and so they coined a new piece of jargon to cover 
it called — stagflation, i.e., inflating consumption with stagnant production. 


In spite of the important lesson that Keynes had taught — that of the necessity of 
the state to control credit creation ~ governments of the free-world have allowed 


The General Theory of Employment, Interest, and Money. By John Maynard Keynes. Published 
by Macmillan, p. 378. 
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the Private banking system and its finance house colleagues to bring into being a 
bewildering assortment of monetary instruments accompanied by such high rates 
of interest and indebtedness so that it is almost impossible for the producers of 
real-wealth i.e. ‘true-capitalism’ to attract equity capital thus forcing them deeper 
into the jaws and clutches of the banking system. 


As Lord Bradbury said in 1931: “If it goes far enough it will leave the producer 
with no motive to produce and in the end cease perforce because there will be 
nothing to transfer.” Which is why the general approach to the problem of 
unemployment, after Keynes had published his General Theory, was based upon 
his deficit spending proposition. It was this solution that Keynes showed would 
alleviate in the main, the scourge of unemployment, but the authorities only used 
this part of his theory and ignored the rest of his findings which would have made 
the whole of his General Theory workable. With the result that Keynes is blamed 


for conditions wrongly attributed to him or his great work. 


It is our case that economists in using this incomplete application of the General 
Theory enabled the politicians to increase spending to enhance their popularity 
without increasing immediate taxation. But as we are seeing, these deferred taxes 
are now having to be repaid and despite Tory charges of Labour's — Double 
Whammy Tax Bomb — it is a delayed action Tory Tax-Bomb which has blown up 
in everyone's face, through the ever increasing amounts needed to meet the interest 
payments on the National Debt through the worst of all forms of taxation, the 
destruction of savings by inflation with VAT on fuel being another example. 


To attribute these things to the teachings of John Maynard Keynes is a monstrous 
calumny. Thus having ignored the necessity for the full implementation of his 
findings some of his critics are now claiming that Professor EA.Hayek is the man 
we should once again follow. But to where? His Road To Serfdom conveniently 
ignores all the warning signs leading to its sister destination — via the carriageway 


marked — Unregulated Capital The OTHER Road to Serfdom. 


Yours sincerely 


David M Pidcock 


On February the 19th 1993; The New Statesman & Society, published the following 
statement by Brian Gould, speaking as the Labour Member of Parliament for Dagenham, 
in which he said: 


“Why not commit a Labour government to two simple targets — full employment and 
a decent home for all? And if the private banking sector persists in its failure to develop 
a system of industrial banking, why not use the power of the state to make good that 
deficiency by setting up a major publicly owned investment bank? And while we are 
about it, why shouldn't a socially aware and economically responsible government create 
credit where appropriate in order to ensure that essential investment is made and at the 
same time strike a great blow for the democratic control of the economy?” 
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Following which, he was not allowed to remain in British politics — let alone the 
NEC. Brian Gould, in the words of one of his Labour colleagues — “is one of the only 
members of parliament, with a comprehensive understanding of money and a coherent, 
workable economic policy.” Unfortunately, Gordon (Incapability) Brown and Blair were 
foisted on Old Labour following their endorsement at the Bilderberg Conference at 
Baden Baden between June 6% —9 in 1991, attended by John Smith and Gordon 
Brown, following which, Labour abandoned Clause 4. Making it an electable Tory Party 
look alike — for the bankers — and in the process breaking the unions and getting in 
through the back door all the things that Thatcher could not achieve for them through 
the front. 

Having said all that what else can we do? Perhaps Gordon Brown's “desire to make 
London the hub of Islamic banking and finance” is not such a bad idea, however he and 
the City will have to make some adjustments in the way things currently operate not 
least of which will be preventing Islamic banks from using the existing fractional reserve 
process to generate funds — which under the Sharia is fraudulent. And regardless of 
accepting the Basel Capital Adequacy Requirements trading in money as a commodity 
is also forbidden because it’s function is restricted to acting as a medium of exchange 
and a measure of value which is why it is also expressly forbidden for Muslims to trade 
in money. 

Objective number one should aim at establishing an RMU System — A Real 
Money Unit which would use the prevailing rates of exchange for Dollars, Pounds, 
Euros, Yen and Yuan simply as Measurements of Exchange with which to establish 
export and import prices and payments through domestic national currencies without 
the necessity of actually exchanging money into Dollars, Pounds, Euros or Yen and 
losing in the process ~ this is now long over due. A similar recommendation was made 
by Keynes for his Bangor and Harry Dexter-White for his Veritas at Bretton-Woods — 
unfortunately the US Dollar and the corrupt unstable Federal Reserve prevailed. 

To be called an Islamic Bank is one thing, to function as one in the letter and spirit 
it must function with 100% reserves, which are loaned on one of three established 
principles. However, it is extremely important that Muslims understand what they are 
allowed to do when it comes to money and what they are not. The other aspect is for 
them to realise that that the estimated $700 to $1000 billion dollars that they are sitting 
on would be at the mercy of the same kleptocracy that siphoned of similar sums prior 
to the current crash. And furthermore — since 1828 — under the Statutes of Fraud 
Amendments Act ~ it is technically legal for British banks to commit fraud and remain 
immune from prosecution — some litigants and or their descendents are still fighting 
cases after 100 years — Lord Merlin Sudeley’s battle with Lloyds being a case in point. 
Other dangers include the use of the sly, brutal, Order 14 ruse — through which solvent 
companies and individuals are declared bankrupt and relieved of their possessions in the 
High Courts of London and elsewhere by a Judge in Chambers handing down Summary 
Judgments. 

Suffice it to say that, according to a report by Professor Christer, of Salford University, 
out of all cases of bankruptcy, only 4% of companies were actually insolvent, confirming 
Leeds Accountant Jonathan Grey’s assertion that, in Britain: “Reporting Accountants 
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prefer to act as Morticians not Physicians, and John Derek Pett’s declaration following 
his battle with Lloyds bank that: “Unfortunately, in England, we have courts of Law, not 
courts of justice”. 

In the 1100 century, Imam Gazzali, issued his guidelines on money — which 
compare favourably with those of David Ricardo, Abraham Lincoln and John Ruskin 
— which if followed would rectify all the current difficulties and prevent their recurrence 
— but it requires someone to either bell the cat or put it under lock and key. 


IMAM AL GAZZALI ON THE FUNCTION & PURPOSE OF MONEY 


“The creation of Dirhams and Dinars (money) is one of the blessings of God, 
Almighty Allah. They are (however, to be regarded as) stones having no intrinsic value, 
usufruct or utility, for all human beings need them, because everybody needs a large 
number of commodities for their eating, wearing etc. And often they do not have what 
they need, but do have what they need not. Therefore, the transactions of exchange are 
inevitable. But there must be a measure on the basis on which price can be determined, 
because the exchanged commodities are neither of the same type, nor of the same 
measure which can determine how much quantity one commodity is a just price for 
another. 

Therefore all these commodities need a mediator to judge their exact value. Allah 
Almighty has created Dirhams and Dinars (money) as judges and mediators between all 
commodities so that all objects of wealth are measured through them. And their being 
the measure of the value of all commodities is based upon the fact that, they are not 
an object in themselves. Had they been an object in themselves one could have a specific 
purpose for keeping them which might have given them more importance according to 
their intention, while the one who had no such purpose would have not given them 
such importance, and thus the whole system would have been disturbed. 

That is why God, Allah, has created them, so that they may be circulated between 
hands and act as fair judges between different commodities and work as a medium to 
acquire other things. So the one who owns them, is as though he owns every thing, 
unlike the one who owns a cloth — because he owns only a cloth — therefore, if he needs 
food, the owner of food may not be interested in exchanging his food for the cloth, 
because he may need an animal for example. Therefore, there was needed a thing which 
in its appearance is nothing, but in its essence is every thing. The thing, which has no 
particular form, may have different forms in relation to other things, like a mirror, 
which has no colour, but it reflects every colour. The same is the case of money. It is 
not an object in itself, but it is an instrument that leads to ALL objectives. So the one 
who is using money in a manner contrary to its basic purpose (Bear Sterns for example) 
is, in fact, disregarding the blessings of Allah. Consequently, whoever hoards money is 
doing an injustice to it and is defeating its actual purpose. He is like the one who detains 
a just ruler in a prison. 

And whoever effects the transactions of interest on money is, in fact, discarding the 
blessings of Allah, and is committing injustice, because money is created for some other 
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purpose, not for itself. So the one who has started trading in money itself has made it 
an objective contrary to the wisdom behind its creation, because it is injustice to use 
money for a purpose other than the one it was created for. If it is allowed for him to 
trade in money itself, money will become his ultimate goal, and will remain detained 
with him like hoarded money. And imprisoning a just ruler or restricting a postman 
from conveying messages is nothing but injustice.” Imam Al-Ghazzali (D.505A.H. 11% 
century A.D.) “Ihya al-Uloom” v.4, P, 88-89, Cairo 1939. 

Following his conversion to Islam in 1798, Napoleon Bonaparte made clear his 
rejection of interest/usury giving the following reasons. On seeing the escalating debt of 
France he is said to have remarked: “The deadly facts herein reveal that it is amazing 
that this MONSTER interest has not devoured ALL Humanity ~ It would have done 
so long ago had not Bankruptcy and Revolution acted as Counter Poisons...” 

In 1809, David Sindzheim, the Chief Rabbi of the Grand Sanhedrin in Paris, 
struck a medal in Napoleon's honour for liberating them from the control of the Lateran 
Council and permitting them to participate in general trade rather than usury. Napoleon 
could have had peace with England at any time had he agreed to resume borrowing at 
interest from the owners of the Bank of England. His refusal led to the showdowns at 
Trafalgar and Waterloo - unfortunately Nelson and Wellington were fighting for the 
financial interests of the City of London, not the country, in which case they were both 
on the wrong side. 

Listening to some current claims in the media that Gordon Brown is now being 
referred to as the: “Saviour of The World” having become an ardent follower of John 
Maynard Keynes is patent nonsense — for if he was truly following Keynes he would not 
be talking about “borrowing more money” he would be talking about “creating what the 
economy needs — regardless of the amount — and spending it into circulation free of 
interest” for this is what Keynes actually states in his General Theory and what he 
specifies when calling for “Deficit Spending” to take place, he most certainly did NOT 
advocate “Deficit Spending” with Borrowed Money. The question that no one is asking 
George W Bush, Gordon Brown, Alistair Darling, Vince Cable and George Osborne, 
is what is wise, prudent or clever about borrowing money at wholesale or retail prices 
when they could create everything we need debt free and at no cost to the State or 
Society?” 

Unfortunately, as we can see, this particular point has been “Leached out of Keynes 
Original Thesis” — so it comes as a “profound” shock to all those who thought that they 
had understood what Keynes was advocating and it is this issue which forms the basis 
of Mr. Swan's case against entrenched economic orthodoxy in Chapter 10 — The Betrayal 
of Keynes — which was favourably reviewed by J.K.Galbraith and mentioned by him 
during the reception following the opening of the new Political Economy Department 
at the University of Sheffield having already drawn this profound response from Lord 
Robert Skidelsky — Keynes official biographer: 

“Dear Mr Swan, I am deeply conscious of having not written to you about your 
chapter ‘The Betrayal of Keynes’ which you sent me almost a year ago. It was partly 
because the issues you discuss are so deep and profound that it is hard to know where 
to start, much less where to end.” 16/3/90. 
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The foregoing explains the necessity of compiling this history and it’s title — The 
Other Road To Serfdom — which spells out how to avoid going down the parallel road 
to Marxist Socialism the one paved with “Unregulated Capital”. However, this will only 
happen when we act upon its contents and implement the findings of Lord Acton, who's 
unheeded 19" century warnings are still valid in the 21°. The time has surely come for 
what he refers to as — “the people versus the banks”. 


David M Pidcock 
Delhi, November 2008 


POSTSCRIPT AMERICANA 


The following was just received from Stephen Zarlenga, Director General of AMI 
— The American Monetary Institute. And Author of - THE LOST SCIENCE OF 
MONEY. 


Watching the madness here and around the world due in large part to the dominant 
private credit based money systems, we can be thankful that here in America (and 
most places this email goes) we have the ability to petition our representatives to 
help establish a reasonable and just, publicly controlled money system that promotes 
the general welfare, instead of generating the insane speculation and outright thievery 
that private control of our money system has always done! 


Lets use that ability to help and encourage our new President to also create monetary 
change now, in this time of crisis. 


What about “Silver Bullets”? “Silver Bullet” is a term that applies to recent statements 
by two of the most powerful financial authorities in our country — Treasury Secretary 
Paulsen, and separately by Senate Banking Committee Chairman Chris Dodd. 
Paulsen said: 


“I wish there was one action we could take and all this would end...but that is not 
the world we live in today” (Quoted in Barrons Magazine, 12/1/08) 


With Senator Dodd commenting in a recent Charlie Rose interview that: 
“If there is a ‘silver bullet’ that can solve this thing then it will happen quickly.” 
That's paraphrasing it, except for the silver bullet phrase. 


Well Senator Dodd and Treasury Secretary Paulsen, there is a “silver bullet,” or a 
“magic bullet” in the medical sense, that not only resolves the current monetary 
crisis, but assures that nothing like it will occur in the future. It is called The 
American Monetary Act. It has been formulated by the American Monetary Institute, 
with help from some of humanity's greatest monetary minds including Aristotle; 
Plato; Paulus; Berkeley; Franklin; Locke; Montesquieu; Knapp; and Del Mar from 
the past, and from some of our dedicated friends in the present. We placed it on 
our website for public criticism in February 2005. Its latest form is there at http:/ 
/www.monetary.org/amacolorpamphlet.pdf for continued critique and comment. 
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Please read it and forward it for consideration to your two senators and your 
congressman; and just as important, forward it with a note to your local city, 
county, and State representatives. Tell them to read TITLE V of it to see how the 
American Monetary Act solves their “impossible” local fiscal problems, including 
funding of all unfunded federal mandates. 


The American Monetary Act does three crucial things; as summarized in the Green 
Party’s Monetary Reform Plank, approved by their Platform committee in Chicago 
on July 11% 2008 


First, it incorporates the Federal Reserve System into the U.S. Treasury where all 
new money is created by our government as money, not interest-bearing debt, and 
spent into circulation to promote the general welfare; monitored to be neither 
inflationary nor deflationary. 


Second, it halts the banks privilege to create money by ending the fractional reserve 
system in a gentle and elegant way. All the past monetized private credit is converted 
into U.S. government money. This real money does not evaporate in a crisis the 
way credit is evaporating now. Banks then act as intermediaries accepting savings 
deposits and loaning them out to borrowers; what people think they do now. 


Third, it spends new money (not credit!) into circulation on 21st century eco- 
friendly infrastructure and energy sources, including education and health care 
needed for a growing society, starting with the $1.6 trillion that the American 
Society of Civil Engineers estimate is needed for infrastructure repair; creating 
good jobs across our nation, re-invigorating local economies and re-funding local 
government at all levels. 


That is’ it. All elements of it have been in operation in the past, but never all at 


the same time. That is the key. Any one or two of them alone won't do it. All three 
are necessary. 


Stephen Zarlenga. 


Director. 


AMI - AMERICAN MONETARY INSTITUTE. 
P.O. Box 601, Valatie, NY 12184. 
USA. http://www.monetary.org 
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Preface 


In the early 1930's the Lowestoft Conservative Party adopted as their Parliamentary 
candidate Mr. PC. Loftus. On polling day when I was helping in the West ward 
committee room Mr. Woodrow, (later to become Mayor and Freeman of the Borough 
of Lowestoft) walked across from the Labour Party’s committee room to have a chat. 
During the conversation he said: 


“Do you know that you are working for a man who, judged by what he has to say in 
his book, ‘A Main Cause of Unemployment’ should be standing for the Labour Party?” 
He took the book from his pocket and said, “read it and you will see what I mean”. 


I did and I was so impressed with Loftus’s ‘Indictment of our Foreign Investment’ 
(the sub-title) that I formed a group to study the case he had put forward. To do this 
I wrote to the local Conservative, Liberal and Labour organizations and a group of 
about twenty met on Sunday evenings for several weeks at the Imperial Hotel. Each 
member of the group had a copy of the book and the procedure adopted was for me 
to read a chapter at each meeting and then discuss it in greater detail. From then onward 
I have been convinced that most of the world’s economic problems have been inflicted 
upon the nations by a faulty monetary system. 

The following extracts of the salient points of Loftus's case will, I feel sure, be of 
interest to the reader embarking on an enquiry into the real cause of inflation and 
unemployment. 

The United States of America and Great Britain between the years of 1919 and 
1929 lent to the rest of the world £4,000,000,000. 

Despite the fact that - Any nation which exports capital on a large scale, i.e., 
invests large quantities of money outside its own country — must ultimately cause 
unemployment among its own people. 

Every economic crisis in the 19th century followed a period of heavy lending. The 
flaw in the world’s economic thinking is the desire of all nations to have a favourable 
balance of trade. According to Sir Arthur Samuel MP., during the sixty years prior to 
1914 we invested £6,000,000,000 to £7,000,000,000, of our capital overseas and in the 
years 1919-30 the Board of Trade returns show that Britain invested over £1,200,000,000 
in new foreign securities. 
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It is a general, though false, assumption, that foreign investment in itself is desirable. 
However, foreign investment means — in real terms — the export of real-wealth (i.e., raw 
materials and manufactured goods) on credit; with the certainty that a large proportion 
of that exported wealth will be lost to the nation, and that the receipt of payment of 
the balance must disorganise the trade of both the creditor and debtor nation. 

There is no point in a country increasing its means of production if the producers 
of this increased wealth cannot consume it or export a portion of it to another country 
in exchange for goods and raw materials they require, but cannot produce locally. This 
is the pivotal point of all economics and when we lost sight of this and allowed the 
credit-creators to gain control of the levers of power it was inevitable that instead of 
increased prosperity that our technical and mechanical methods should have bestowed 
upon the nation at large, we have with us a problem of unemployment and its attendant 
erosion of the moral fibre, increasing poverty, bad housing, the problem of increasing 
old-age and an over-stretched social security service. We lost sight of this cardinal 
principle when the nation allowed itself to be fooled into believing that to export was 
good business and from the acceptance of this fallacy and on to the present day, in spite 
of slumps and booms and economic disasters, we are still urged to “export or die”. 

It is one of the incredible conundrums as to how this fallacy remains a tenet of 
faith when the sheer simplicity of what happens when a country exports on credit is 
understood. For if we state the case shorn of all the technical jargon of the economists 
and bankers the proposition we have is simply this: The nation produces real-wealth, 
i.e., ships, planes, machinery of all sorts, raw materials and finished goods of great 
variety; the great proportion of which it consumes itself, the remainder of which is 
exported. in exchange for raw materials and finished goods which should mean the real 
increase of wealth to the nation, but this is not so, simply because we cling to the myth 
that to export on credit is National Wealth when in fact what actually happens is we 
send real-wealth — a steel-works say, to the Argentine, in exchange for bonds or securities 
subscribed to by the British investor. In other words the British public have supplied the 
money to produce the steel mill for the Argentine and the attraction held out for the 
investor is a high rate of interest. But, here lies the nub of the fallacy of exporting on 
credit, in that the interest can only be paid by taking from the Argentine, in the main, 
wheat and meat which must be sold in Britain to the detriment of British farming. 
Loftus here quotes an extract from Professor Pigou’s book ‘Economics of Welfare’ (pp. 
660-1) in support of the above condemnation of exporting on credit and in my opinion 
is the most concise exposure of this economic fallacy I have yet seen. 


“The funds for investment must be obtained either by exporting goods or by refraining 

from the import of goods to which we have a claim. In any event the volume of goods 
immediately available in this country will be diminished. This is practically certain to 
involve a direct injury to Labour either by making the things work — people buy more 
expensive or by reducing the supply of tools and machines that help them in production. 
It follows that Labour must be less well-off in terms of things in general, than it would 
have been if the opening for investing capital abroad had been closed.” 
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And supporting this contention further Loftus goes on to quote Sir. Arthur Samuel 
M.P. (formerly a Parliamentary Secretary to the Treasury in the Conservative Government) 
writing in The Times Trade Supplement of November 1, 1930. 


“During the last sixty years fleets of ships carried abroad millions of tons of merchandise 
shown in the Board of Trade returns as exports, but the nation has lost an important 
part of their total value”. 


That can be proved by the fact that our surviving overseas investments prior to the 
last World War amounted to only £4,000,000,000. Of that amount we parted with 
around £1,000,000,000 owing to the war. That total ought, howevei, in my opinion, 
to be very much higher — not less than £6,000,000,000 at least. Therefore as a cautious 
estimate, I say we have lost no less than £2,000,000,000 in overseas investment during 
the last sixty years. It is not unlikely that our loss has been much heavier, perhaps even 
in the region of £4,000,000,000, and The Times Supplement commenting on this, points 
out in a leading article: 


“Exporting is commonly referred to as though it were a thing desirable in itself: In fact, 
as we have often urged, the object of exporting is to create a credit abroad that can be 
used for the purchase of commodities, for permanent investment abroad, or for some 
other purpose; otherwise it is clear that the same need would be achieved if the goods 
were sent to sea and sunk in the Atlantic”. 


and Loftus goes on to say: 


“It is obvious that had we retained in this country the £3,000,000,000. which was 
lost, and invested it in capital value at home in houses, factories, harbours, railways, 
canals, etc. etc, then the capital value of the country would have been greater, or if the 
£3000 million of goods exported and lost forever had been paid for by imports of 
consumable goods of the same value the standard of living during the 60 years before 
the war would have been considerably higher. It is difficult to bring home to the reader 
what this loss of exported wealth has meant to the country.” 


One may perhaps, point out that all our great cities, London, Liverpool, Glasgow, 
Manchester, Birmingham and twenty or thirty more could have been pulled down and 
rebuilt with aesthetically pleasing, commodious, healthy housing for all, with a portion 
of the wealth which is now as utterly lost to the nation as if (to quote The Times) “it 
had been sunk in the Atlantic’, and if this is not bad enough it is capped by the fact 
that even the interest paid on these loans is, more often than not, the proceeds of fresh 
loans raised in the City of London so scathingly described Mr. Emil Davies in his book 
“Investments Abroad” (pp. 20-1) 


“The cynic who surveys the history of foreign lendings may be pardoned if he comes to 
the conclusion that, broad and long, the borrowing nations of the world pay interest 
just about to the extent that their creditors advance them the wherewithal to do so. The 
net result over a period of years is that as much foreign money flows in as goes out 
nominally as interest and so long as this process goes on (everyone is happy the investor 
who gets his interest literally his, only he does not know it), the bankers who place the 
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numerous loans at quite adequate remuneration and above all, the politicians who 
eventually get the rest of the money or are relieved of the necessity of parting with what 
they have collected in taxes, the new loans having provided the necessary foreign exchange.” 


Loftus comes to this conclusion... 


“Such it seems is the mind of the politicians supported by orthodox economic thinking 
and who are wholeheartedly supported by the City of London’. 


Loftus then goes on to quote a politician, none other than President Hoover, to 
illustrate how difficult it would be to break habits of thinking fostered by over a 
hundred years of international financial practice...”1 believe we have today an equipment 
and a skill in production that yield us a surplus of commodities for export beyond any 
compensation we can usefully take by the way of imported commodities. To me there 
is only one remedy and that is by the systematic permanent investment of our surplus 
abroad. We thus reduce the return we must receive to a return of interest and profit”. 

Messrs. Foster and Catchings of the Pollock Foundation aptly sum.up the terrible 
truth of this thinking for Economic Research in the following words: 


“Mr. Hoover’ conclusion concerning the necessity of exporting our “surplus” amounts to 
a declaration with which the business-world and most of the economic world seem to 
agree, that there is no possible way of giving our own people enough money to buy what 
they can readily produce, “To me” he says ‘there is only one remedy, and that is by the 
systematic permanent investment of our surplus production in reproductive works abroad”. 
That is to say, our money and profit economy, so obstruct the flow of goods to our own 
people that we must regularly send abroad a substantial part of our output; and, since 
the income of consumers abroad is also insufficient to buy our surplus and never can 
become sufficient, we must permanently take our pay in foreign capital goods, in 
factories, mines, power-plants and rail-roads. What does this mean? It would seem to 
mean that if we work harder, we can send more wealth abroad, and thus acquire more 
capital abroad, and thus possibly receive more in dividends from abroad, wherewith to 
acquire still more capital abroad, and so on, generation after generation, without 
finding any way whereby we or our children or our children’s children can ever benefit 
by our increased productivity. According to this theory our own standards of living must 
remain the same as though we had never produced all this surplus wealth’. 


I will conclude these extracts from Mr. Loftus’s book which, I feel sure my readers 
will agree, paints a sorry picture of our accepted orthodox economic thinking, with one 
last quotation, one could say, prophetic statement, in the light of Western Europe's 
dilemma with the vast flow of dollars and its uncontrollable off-spring, the Eurodollar, 


“We can all too well see the coming economic storm, the inevitable result of these vast 
amounts of American capital investment through-out the world with its compound 
interest”. 


Quickly following this Introduction to modern man’s economic ills, I soon discovered 
Professor Soddy’s ‘Wealth; Virtual Wealth; and Deb? * Arthur Kitson’s ‘A Fraudulent 
Standard ; Sir Reginald Rowe’s ‘Root of All Evil’; the last named was a founder member 
of the Economic Reform Club of which Loftus became a member and contributed a 
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number of papers on economic affairs. However, the teachings of these men and many 
others to whom I refer later as the ‘forgotten men’ have been neglected since the Second 
World War. With the increasing threat of the collapse of the world’s currencies brought 
about by the surge of inflation, the result of international indebtedness, there must be 
a great number of people who seriously think and question as to why it is we are in such 
a dangerous situation. 

I will endeavour to prove in chapter 10, “The Betrayal of Keynes’, how his great 
work — The General Theory of Employment, Interest and Money,’ holds the answer to most 
of the economic problems that we are beset with today. However, he is a neglected and 
almost a ‘forgotten man’ for the same reasons as those who, whatever their approach and 
solution to the great problem of maintaining stability within the economy, found that 
this basic requirement could never be achieved until the creation of all new money and 
bank credit was returned to the sovereign power of the State. But as Keynes saw, this 
would mean the “euthanasia of the rentier-class’* and went on to say “there is no more 
reason to socialise economic life than there was before.”> Therefore, I suggest, we have 
two powerful sections within the community; the banking system allied to the wide- 
ranging ramifications of finance-capitalism, and the Labour Party supported by the 
Trade Union movement dedicated to ‘Clause 4’, the nationalisation of all means of 
production, distribution, land, banking, finance, insurance, etc., whose diametrically 
opposed interests would be swept away by the reform of the monetary system, therefore, 
releasing the nation from: “The outstanding faults of the economic society in which we 
live”. 

But, as I will try to show, even the sovereignty of Parliament is not allowed to 
question the monetary policy of the Treasury and the Bank of England. It is still, and 
always has been, a closed book. We can, I feel sure, see why my old friend Alderman 
Woodrow believed that Loftus should have been standing as a Labour candidate, but no 
doubt Loftus believed as I do that man is inherently a capitalist by which I mean a 
producer of real wealth which enriches the nation, not finance-capitalism which has 
usurped its place and sown confusion in the fallacy that money is wealth and that, ever- 
increasing usury demands more and more real wealth without contributing anything to 
its production. And so, the monetary reformer is caught between the two great vested 
interests: that of the banking system supported by the Tory party and the belief of the 
Socialists in the nationalisation of all means of production. I believe that Democracy 
and True-Capitalism are one and the same thing and that democracy is increasingly 
under threat as Finance-Capitalism extends its power over the nations. 

I had hoped that in the creation of the Eurodollar by the financial sorcerers a 
situation would develop in which governments would be forced to act to curb the power 
of the money creators. Michael Slocock’s article in the Sunday Telegraph (20/6/71) ‘Can 
Anyone Control the Eurodollar Market?’ shows just how great this power is that the 
financiers possess. Can anyone control it? In my view, only by the united effort of all 
the governments if they really want to save our democratic way of life. I leave the reader 
to judge whether the problem could be presented in a more concise manner than when 
George Pulay, City Editor of The Times, writing in that paper, on the 24th of February 
1968 said: 
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“A more important question, however, is whether the central banks should not from 
time to time tell the world exactly where they stand on the key monetary questions. 
Individually, it is thought, they are no longer strong enough, certainly not all — to stand 
up to their respective governments. Collectively they still represent a formidable power 
and any single Government would find it difficult to act against their wishes. Together, 
too, the central banks are confident that they can withstand any pressures and cope with 
most eventualities. The real concern is that a point may be reached where vital decisions 
are taken out of bankers’ hands and the political machine takes over.” 


What Pulay in showing here is the strength in the unity of international banking 
against nations divided by conflicting interests in their struggle to maintain the value of 
their internal price level. Indeed, “they are a formidable power and any single Government 
would find it difficult to act against their wishes.” Their wishes indeed, what a mockery 
this makes of democracy. And so, because the bankers and financiers who think and 
have always thought internationally are mainly concerned with seeing the immense sums 
of money they create and handle flow to the points of the highest interest rates there 
can never be any hope of stability. 

These flows of international currencies and the increasing world indebtedness 
present a terrible threat to the credibility of the capitalist nations. This threat to the 
Western way of life and the freedom we enjoy can only be avoided by the maintenance 
of stable conditions within the national economy. To achieve this, near full employment 
and price stability are the prime essentials. Keynes demonstrated over and over again in 
The General Theory that this can be achieved by the reduction of the marginal efficiency 
of capital to around 2 per cent. This action would bring an end to the power of 
international banking to disrupt national economies. If national governments took it 
upon themselves the responsibility of issuing the currency and all new credit money and 
kept the interest at about 2 per cent the means by which international banking achieves 
its power would be removed. 

In my views set out in the following pages the phrase, ‘money out of nothing’, is 
used on several occasions. It is the use of this description of money creation by the 
banking system that brings the charge from orthodoxy that it is impossible to create 
something out of nothing, therefore, the monetary reformers case is dismissed out of 
hand as the fantasy world of a crank. In this introduction, the description of the act of 
money creation by the banks is, in essence, ‘money out of nothing’ and in spite of all 
explanations of orthodoxy to the contrary it is merely hair-splitting to try to explain 
away the obvious result. Thus ‘money out of nothing’, is the money reformers’ shorthand 
for this apparent miracle. 

Geoffrey Crowther, Editor of The Economist, in 1940, says in his book of that same 
year — ‘An Outline of Money.’ 


“The total deposits of the British banks at the time this is written are about £2,400,000,000. 
But the total deposits of cash (i.e., money other than bank deposits) in the country has 
never greatly exceeded £600,000,000 and there has never been a time when all, or even 
nearly all, the cash in the country has been deposited in the banks. The banks in fact, 
have never had much more than £250,000,000 in cash. If banks do not create their 
deposits, where can the other £2,150,000,000 have come from?” 
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For the monetary reformer no matter how ingenious the economist’s explanations 
be, this enormous sum of money has been brought into existence virtually ‘out of 
nothing’ and ‘at tiny cost’. Therefore, the cause of inflation during the past 300 years 
has always sprung from the same source — bank created money and credit. Thus, the 
following description of how this is done, remains one of the most incredible examples 
of “the more simple the deception the greater the success”. 


1. 


4. 


During the 17th century the private banker discovered that for every £1 of 
the nation’s currency deposited in his strong-room he could safely issue a £10 
bank note and charge interest at the prevailing rate: ‘money out of nothing’. 
Thus he had increased the demand on the nation’s present production and 
its real wealth by nine times, thereby creating inflation with such a dishonest 
form of money in circulation, and this is exactly what is happening today at 
an ever-increasing speed. How much longer can the authorities persist in 
refusing to recognize the obvious connection between bank-created money 
and inflation, when, practically every example of monetary instability 
throughout the past 300 years can be traced directly to this particular cause. 
The banking system, therefore, is in the unique privileged position of creating 
new money, which makes their complaint against the building societies of 
“unfair competition” a case of ‘my lords protest too strongly’. What they want 
to prevent is the people’s savings going direct, or not so much of it, into the 
building societies’ cash tills. Why? Because, the more cash deposited with the 
building societies means less cash in the banks’ tills, on which the banks can 
create ten times that amount of new money. In a full-paged advertisement in 
the Daily Telegraph (15/4/80) Barclays Bank announce “the impact of inflation 
on a business dealing in money only”. Thus one of the first things that the 
chairman has to tell us in the report of the bank’s activities for 1979 is “Our 
profits of £529,400,000 shows an increase of 42% over last year’s figures”. 
We are informed that “part at least of the world’s economic problems have 
arisen from the roughly twenty-fold increase during the last ten years in the 
dollar price of oil”. What the chairman does not tell us is that because of the 
immense increase of bank money in the past ten years it is they who have 
forced the oil producers to increase their prices to match the banker's fictitious 
money. Therefore, to keep this money-creating miracle in full flood we read, 
“The most important question for the Clearers in the Personal sector is whether 
they will be able to attract on a profitable basis that part of the population which 
does not at present have a bank account. Our success will depend upon our ability 
to persuade Government, the Unions and employees to move away from cash 
wages”. 

Furthermore based upon this deception it is obvious that the total community 
has had to pay, in the instance of Barclays for 1979, an enormous sum in 
interest payments on money which was created from the potential wealth of 
the nation. 

What is so incredible is that the authorities in some countries admit by the 
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fact of the reserve ratios they prescribe that they will allow the bankers this 
privilege of creating new money to a ratio of ten times their cash reserves. We 
can well understand why it is “the most important question for the Clearing 
banks”. 

5. Even to borrow this so-called money which the banks create which, as we 
have seen, did not exist until the public first of all deposited its cash, the 
borrower, in order to obtain a loan of this new money had to place with the 
bank an asset or security of real wealth. Thus this fictitious money is converted 
into the real thing. We see, therefore, under these five headings the sheer 
simplicity by which the banking system wields so much power. But for the 
serious enquirer into the part played by the banks in the creation of money 
most books on economics will yield very little information indeed on the 
subject. 

Take for example the — “Teach Yourself Book on Economic”. Of its 177 pages only 
two are devoted to the Functioning of a Bank. We read that “the bank renders services 
of inestimable value to the trade and industry of the country”. But it is, as we shall find, 
because of the vital part they play in the flow of the nation’s trade they quickly, in the 
early 19th century with the passing of the Bank Act of 1844, developed into the 
powerful organization they have become today; in that, we see that they are now 
virtually the arbiters of the nation’s fortunes or, to be more precise, misfortunes. 

Our ‘Teach Yourself’ book, then goes on to tell us that “In acting as intermediaries 
between large numbers of depositors or lenders on one hand and the equally numerous 
borrowers on the other, banks mobilize capital and make its use effective” (pp. 99-100) 

Alas, anyone making this approach to economics, and it is from my experience the 
way the lay-man believes the banking system operates, he or she, will never fathom as 
to why it is that the majority of economic problems that beset the nation are not the 
result of a failure of production, but that of an uncontrolled, reckless, supply of new 
money from the private banking system. Hartley Withers in his book ‘The Meaning of 
Money’,® first published in 1908, tells us that he discovered “that bank deposits are 
created by loans and advances made by the banks” and that this “proposition is now 
accepted generally as a truism” according to his preface in the fifth edition (1929). Bur 
in the previous edition in 1917 Mr. Withers tells us in his preface that: 


“There never was a time when a clear understanding of our monetary system was more 
necessary to all who wish to form a reasoned judgement about matters of great moment 
to the nation’ well-being.” 


Over seventy-six years on, this plea remains the same. Mr. Withers goes on to say 
that to a great extent the investments made by the banks in this patriotic readiness to 
finance the war by buying Government securities were the result of loans and advances, 
hence they became deposits. In times of peace, Wither’s continues, these investments 
were comparatively small and therefore of little importance. Now, he continues, they 
have grown rapidly for the reasons given. This has startled and puzzled some observers 
“who regarded it as evidence of the wonderful growth in the nation’s wealth amid the 
stress of war”. I can only but think that Withers must have been writing in an extremely 
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sarcastic vein when he tells us of the patriotic readiness of the banks to finance the war 
in view of having been told by him that “bank deposits are created by loans and 
advances made by the banks” to themselves. 

During the 1930’s I became acquainted with an elderly man, well into his eighties, 
who, as a young man, when opening his first bank account, could not sign his own 
name. This he was soon taught to do. The stories of his young life and the development 
of his business I shall always remember. One of his most interesting anecdotes was of 
the day during the Great War (1914-18) when he went to the bank to draw his men’s 
wages and the cashier said, “Mr. X, the bank manager, would like to have a word with 
you”. The old man continued, “My heart sank as I thought he wanted to reduce my 
overdraft which at the time was rather high”. However, all was well. The bank manager 
said to my old friend, “Mr. X, will you buy £500 of War Loans?” To which he replied, 
“but I have not got £500”. “That’s all alright” replied the bank manager, “we will lend 
you £500 to buy them with”. 

They did, and for a time the War Loan certificates rested as security at the bank 
for the loan. Thus said my old friend “It is to me, the great mystery of my business life 
as to how I came to possess £500 of 5 per cent War Loan by just being able to borrow 
the money against the security of my credit”. This one simple example illustrates how 
the banks created the illusion of the “wonderful growth in the nation’s wealth”. 

Hartley Withers further states 


“It is, in fact, an increase of paper credit, and might have produced serious inflation, 
but for the care and self-restraint with which the bankers dealt with the danger, 
correcting it by a reduction of their loans and advances”. 


That observation by Mr. Withers in the view of the monetary reformer condemns 
completely the money creating activities of the banking system as by their action they 
achieved the opposite evil — that of unemployment. 

So we see “patriotic” investments made by the bankers were achieved by selling 
£500 of 5 per cent War Loan to the likes of Mr. X by this incredible system of creating 
a loan with which to buy these War-Loan certificates. This £500 sale of Tax Loan bonds 
was then credited to the Government, who then used it to help in paying the great 
demands of the war instead of by taxation. The £500 of War Loan certificates are held 
by the bank now receives £25 p.a. of interest payment from the State, the interest being 
paid by taxation of the total community. During the next few years Mr. X’s bank 
account showing the loan, which, as Mr. Withers had discovered, had now become a 
deposit in the bank’s accounts, was gradually being reduced by annual deductions from 
his business account. 

Eventually the £500 had been re-paid to the bank, but, and this is the crucial point 
in our understanding of this diabolical money creation system, Mr. X has now paid for 
this loan of fictitious money by paying into the bank real-money, i.e., money earned in 
exchange for his industrious, wealth-creating efforts. This “real money” is now added to 
the banks cash base by which the banker can now create up to ten times the amount 
in new money — or as much as they think they can get away with. 
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Thus we see by the end of the Great War the banking system was £7,000,000,000 
richer than at the beginning. This sum is approximately the figure to which the National 
Debt had been inflated and since then the bankers and the Mr. X’s of the country have 
been drawing interest payments from the National indebtedness. We are witnessing 
today the last phase of this terrible money perversion as the National Debt climbs 
towards the £200,000,000,000 mark. Therefore, the foregoing illustrates all too clearly 
that the real threat to the stability of the free world lies in the refusal of the elected 
representatives of the people to bring to an and the system of private bank created 
money. 

The following analysis summarizes the author's case as to why producer-capitalism 
has to carry the burden imposed upon it by credit-capitalism, i.e., bank created money. 
It is because of the banking system’s discovery that it could create deposits by making 
loans, i.e., ledger entries up to a ratio of ten times its ‘cash’, i.e., notes and coins 
approximately 10 per cent of total deposits which also includes, as they are regarded as 
liquid by the clearing banks (joint-stock banks) — their reserve deposits at the Bank of 
England. 

The total liquid assets (the ratio of cash and other liquid assets represent about 35 
percent of the total deposits) added to these deposits are Treasury bills, commercial bills 
and money at call and short notice, mainly day to day loans to the Discount Market 
at very low interest rates. This then is the base upon which loans are made and this new 
money, i.e., cheque money which when put into circulation has the same demand on 
the real wealth of ‘producer capitalism’ as do the genuine savings of the people and our 
legal tender money. It is this new money that the writer regards as ‘impostor’ or ‘alien- 
capitalism’. 

My reason for this being that the new money they have created is really based upon 
the creditworthiness of the total community and, therefore, as such, should have come 
into existence free of interest payments. 

It can be seen that the discovery by the banker that he could extract profits in the 
form of interest payments on this fictitious money that he has placed himself in somewhat 
the same position as the landlord who lives on rents. However, land is finite and to 
remain productive it must have returned to it capital, labour, equipment and fertilizers, 
in order to produce a situation of true-capitalism, i.e., wealth-creating, producer-capitalism. 

Thus true-capitalism is the result of savings from incomes, or the part of profits 
set aside for new capital equipment, purchase of materials and the payment of labour. 
But, we are now in a situation where the banker has become a “land-lord” in the sense 
that he can now demand rent, i.e., interest payments on the new money he creates, but, 
this new parasite, is not restricted by the physical limits of productive land. By a double 
entry in the bank ledger, ie., a loan to the borrower and a deposit to the banker, he 
has created the equivalent to land, who, as Adam Smith observed of the landlord — “love 
to reap where they have not sown’. 

It was, however, the failure of Adam Smith to see that the banker had come to 
create and occupy this fourth most important of all positions of power in the nation’s 
economy, which is, the creation of the nation’s money supply, and the acceptance by 
classical economists of the proposition that there are (only) three classes in society, i.e., 
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the landlord, the capitalist and the worker, which has resulted in periodic upheavals 
which are, as I will try to show, mainly monetary in origin. 

Karl Marx saw, as I will also try to show in the chapter mainly devoted to him, 
that the money-capitalist’s interests were detrimental to those of the wealth-producing 
capitalist, but he refused to acknowledge that, which David Ricardo had correctly 
demonstrated in 1817, when speaking of the necessity of the State to raise money for 
the benefit of the total community in that: 


“The advantage would always be in favour of the issuers of paper; and as the State 
represented the people, the people would have saved the tax if they, and not the bank 
had issued the million”? 


Each year sees an immense flow of books by economists who, in the main, avert 
their eyes from the root cause of our economic problems — that of bank-created money. 
Many and varied are the efforts made to explain the reasons why the nations are faced 
with periods of economic distress, but few ever venture to examine the activities of the 
City of London in the field of international finance and its disastrous consequences for 
British industry. Thus, as the foregoing has shown, and again as Keynes was to conclude, 
there can never be any hope of economic stability until the creation of the nation’s 
money supply becomes the (sole) responsibility of the State — and it should be noted 
that the only thing that needs nationalising is the issuing of money - NOT the banks. 

As with the 9 to 10 year Trade Cycle and its undoubted connection with the over- 
expansion of private bank credit money, so, in the opinion of the monetary reformer, 
the so-called Long Cycles are the result of the same cause. 

In 1925, the economist K. Kondratiev, published his theory that there exist Long 
Cycles of boom and slump of about fifty year duration. This study can be read in Lloyds 
Bank Review for July 1978. Between the wars, Schumpeter in his analysis of these short 
and long-term trade cycles formulated the theory that the entrepreneurs as the result of 
their innovations are the driving force in the development of the (money) capitalist 
system. Kondratiev’s Long-Cycle theory is, therefore, of great interest as it is based upon 
the belief that the great leaps forward in economic progress were the result of major and 
allied inventions stemming from steam power of the 1770's, to be followed in 1844 by 
the railway boom and by the end of the 19th century by the technological triumphs of 
electrical science and the development of the motor car. 

Ic will be seen that the first and second of these developments originated in Britain, 
but, as this ‘history of the causes of inflation and unemployment’ will seek to prove, by 
the 1890's we were already losing this lead in the economic field for the reasons that 
we have seen in Loftus’s book — A Main Cause of Unemployment. 

Loftus was one of a small group inside and outside Parliament who had sensed that 
the basic reason for the capitalist system’s periodic upheavals was monetary, not economic, 
and in 1936 John Maynard Keynes formulated his General Theory of Employment, 
Interest and Money in which he also diagnosed the source from which these monetary 
ills spring. 
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Thus we shall find the beginnings of Britain’s decline set in during the 1870's when 
the City of London became internationally orientated and began a neo-mercantilism 
based upon the discovery that immense profits could be made by exporting a large 
proportion of the nation’s manufactured wealth through the ‘stupendous loans to foreign 
thrones’! which, as we have already noted, were often repudiated and seldom ever paid 
in full thus denying the British people the benefit of the wealth they had produced 
through their creative industry and hard labour. Furthermore, this virtually uncontrolled 
power of ‘finance-capitalism’ to erect vast new credit instruments based upon an extremely 
narrow capital base ratio was bound to produce periodically crises of inflation and 
unemployment and none more dangerous than that which the world faces in the 1990’s. 

Inflation, as my wife reminded me, was a subject she well remembered her father 
condemning in the 1920’s and, no doubt, he condemned with equal force in the 1930's 
the opposite evil to inflation ... deflation, which, we should recognize more readily as 
meaning ... mass unemployment. 

My reason for writing this book is to show that inflation and unemployment are 
brought about by the same causes; the creation and control of the nation’s money supply 
by the private banking system and interest. Therefore, not until this all-important 
function is placed safely in the hands of the State can there be any hope of ever finding 
a way in which the nation’s economic tribulations can be ended. As we already have a 
National Debt Office, what is needed, is a National Credit Office, to form part of A 
National Wealth Service. The case I shall endeavour to establish is that bank created 
money brought into circulation by loans, which, in the main, the borrower has pledged 
as an asset of real wealth, i.e., the deeds of a factory, or house, is money which did not 
exist until the act on the part of the bank in creating a credit which then becomes in 
banking jargon an ‘eligible deposit’. 

Thus this new money which the bank did not possess before it made a loan 
becomes a demand on the existing real wealth, therefore, causing prices to rise. The 
resulting inflation is made increasingly worse by the high interest rates which the 
government imposes in attempt to halt che demand for further bank loans, but the very 
act of doing so destroys the marginal efficiency of capital. And so, we witness the 
destruction of British industry, which alone can produce the real wealth needed to 
stabilize the value of money. Therefore, by the creation of this fictitious interest bearing 
bank money a privileged group has been brought into being which becomes the ‘fourth- 
class’, which, I suggest, is the missing link in all the orthodox or official theories 
advanced as to the cause of inflation. 

Orthodox economic thinking in accepting Adam Smith’s precept that there are 
only three orders, i.e., (1). rent from land, (2). profits from stock and (3). the wages 
from labour, failed, as did Karl Marx, to identify the existence of this ‘fourth class’, who, 
as Adam Smith pointed out in the case of the landlord, also “love to reap where they 
have not sown”. 

The Government, therefore, is responsible for inflation, but not for the reasons 
given by Enoch Powell — a dedicated monetarist — i.e., that the Government is spending 
too much money and I quote him: “Inflation with all its attendant consequences, comes 
about for one reason and one reason only: the Government causes it”, but, only because 
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they allow the banking system to create, in the main, the money which the State spends, 
thus saddling the people with ever-increasing indebtedness and therefore perpetual interest 
payments in the guise of taxation. 

A long line of thinkers stretching back to Locke and Paterson have warned against 
the dangers of the uncontrolled issue of paper money; but none pin-pointed the solution 
to the problem of the destruction of the value of money as concisely as David Ricardo, 
who, to reiterate, went straight to the heart of the matter when he wrote in his ‘Principles 
of Political Economy & Taxation’ (1817). 


“The advantage would always be in favour of the issuers of paper and as the State 
represents the people, the people would have saved the tax (to pay the interest) if they 
and not the bank (had) issued this million.” 


We will find, however, that the wealthy, although always voicing their opinions as 
to the dangers of inflation, have consistently suppressed any questioning of the banking 
system, which, as I have mentioned before, is in the privileged and all-powerful position 
of creating the nation’s money supply. 

I suggest that, so long as a slow and steady inflation could be maintained this, for 
them, would be far more preferable than taxation. It is only when inflation looks like 
getting out of hand do we find those in authority, and I am sorry to say, representatives 
of the money-capitalist, resorting to the old and failed remedy of monetarism in its 
various forms, in the hopes of shifting the loss in value of securities on to the wealth- 
producing-capitalists by deflation. Deflation is the euphemistic shorthand for 
unemployment, which is what monetarism is all about, i.e., less money = less purchasing 
power; therefore, less purchasing power = less consumption; less consumption = less 
production; and less production = less employment. 

Most economists, contend that Keynesian policies must always lead to inflation as 
governments will resort to Keynes's deficit spending policy rather than taxation. Keynes 
demonstrated, as did Ricardo, that the only way to avoid taxation on bank created 
money is by adopting Ricardo’s solution of providing your own through a State Bank, 
and by so doing, achieve Keynes's “a somewhat socialisation of credit” which really 
amounts to the same thing. My case therefore, is that until the State makes itself 
responsible for the nation’s currency and credit, brought into existence at near zero rates 
of interest and is kept in balance with the nation’s annual production by fiscal action, 
there can be no hope of saving the free-world from the miseries that the “debauch of 
the currency” will bring. 

I hope to demonstrate that not until this terrible power of creating money is taken 
from the hands of private unelected groups of bankers there can be no solution to the 
evils of inflation and deflation, and furthermore, there can be no hope of ever achieving 
the honesty people long to see. We have witnessed in the United States of America, as 
the results of the Watergate and Iran-gate investigations and the international activities 
of the Lockheed Aircraft Corporation, (and no doubt, others to come), the incredible 
stranglehold of corruption and bribery that the power of money exerts. It is said politics 
is about money and I am sure few people would disagree, but it is posed, how can this 
be put right? In my view, only by placing the creation of money, in whatever form, in 
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the hands of Parliament can we eliminate the manifold temptations which ‘impostor- 
capitalism’ brings through the banking system. 

In the National Westminster Bank’s Quarterly Review for August 1973 we find the 
editorial is headed: “The Importance of being Confident’, in which we are presented 
with a pretty fair summary of the dangers facing Western democracy: Benign neglect of 
the United States; Dollar unwanted; Central bank moves only a stopgap; Role for 
SDR’s; etc., finalising with the Government's difficult task which illustrates the impasse 
we have reached as the result of the illusion that money is wealth. The following 
quotation is the last sentence from the above editorial and, in my view, sums up the 
complete inability of the system he speaks for to find a way out of the disastrous mess 
that their insatiable debt creating activities have led us to. 


“Every possible course of action seems fraught with dangers of some kind. It is therefore 
necessary to decide on the main objective. This must mean surely to control inflation. 
Were it not for the persistent fall in the value of money many of the other problems 
would go away. It is inflation more than anything else that is responsible for the absence 
of confidence. The latest moves to restrict the growth of money suggests that this is the 
way in which the authorities are now thinking” 


Therefore, it is my submission that, in attempting to escape from the evils of 
inflation by resorting to a restriction of the money supply, we shall be confronted with 
the opposite evil to inflation, unemployment, i.e., deflation. It is for this reason, that 
the ideas held by the supporters of the money-supply school must continue to fail 
because they continue to accept that the supply of money is still to remain in the hands 
of the private banking system which persists in building and rebuilding its credit on the 
‘San An-dre-as’ fault in our present monetary system; through the creation of credit 
which becomes ‘new money’ for which the nation is then taxed to pay the interest 
charges. 

As I have pointed out above, Ricardo showed us that the basic fault in our monetary 
thinking lay in taxing the nation to pay the perpetual interest on loans created by the 
banks. Keynes's searching, as Ricardo had done, for the solution to the periodic upheavals 
in our monetary system came to the same conclusion as Ricardo when he called for a 
“somewhat comprehensive socialisation of investment as the only means of securing full 
employment” having declared that, “beyond this no obvious case is made out for a 
system of State Socialism”. In other words, the findings of these two great economists 
were the same that all new money should be brought into existence by the State or a 
national body, at zero or near zero rates of interest. 

The answer, therefore, to the question posed in the sentence from the above 
editorial is that the ‘objective’ to be decided upon to control inflation (and deflation) 
is the strict regulation and control over the creation of all new money. Thus we see that 
the late Enoch Powell and his fellow monetarists are somewhat in the position of the 
Grand Old Duke of York’s men when they were only ‘half-way up’ for to leave the 
money supply in the hands of the banking system will not alter the problem of interest 
payments which, as Ricardo, Marx and Keynes showed is central to the money dilemma. 

When I informed an old friend of mine, a banker now retired, that I was attempting 
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to put my thoughts on inflation and monetary reform on paper with the hope that I 
would find a publisher, he replied, and I quote: 


‘I see no reason why monetary reform if put forward with not too much technical 
background should not prove an interesting subject. It is not for the specialist....that 
in my mind has been the failing of so many money reformers. As one who has spent 
more than forty years in a monetary institution I have been amazed at the large 
numbers of people who candidly admit that they cannot understand money. These are 
people mostly with a good job and education and seemingly interested in current affairs. 
Yet they admit to ignorance on money matters. Therefore I am convinced you have to 
put over the explanation of monetary reform in such a manner which will not appear 
to be too ‘high-brow’ or above peoples heads. They don't understand money, often 
following this they do not want to, perhaps because they do not like to confess this. So 
they have to be persuaded gently and simply and not have theories rammed down their 
throats”. 


In 1928, Sir Joseph (Josiah) Stamp, a former director of the Bank of England, 


financier and economist, wrote in a similar vein: 


“A statement after dinner, that the change in the price level in the past three years has 
increased the burden of the national debt a thousand millions or added an invisible 
shilling to the income tax, is treated much on the same level as an interesting anecdote 
— it is not challenged, it simply does not bite. I do not believe that more than one 
business man in a hundred, on opening his newspaper, observes the monthly fall in the 
price index with a sinking heart, or [is] conscious of its effect on the nation’s sinking 
fortunes. When I have said quite seriously, as I have done on many occasions, that the 
problem of the price level is the most important single problem of our age, I have been 
accused either of exaggeration or flippancy. What about trade depressions in basic 
industries, unemployment, labour-unrest, class-hatred, higher taxation and the rest? 
“My answer is that the problem of price level is fundamental to the solution of them 
all”. The London Spectator. 23/11/1928. 


Indeed I see what these two men are saying in my experience has been somewhat 
similar. In my job as a valuer of antique furniture, silver and porcelain, my clients are 
constantly asking me as to whether I considered antiques and works of art as a good 
hedge against inflation. To answer this question provides me with the opportunity to 
show that in the final analysis they cannot be so, for this simple reason chat, if a work 
of art is regarded merely as an investment as opposed to the enrichment of one’s life, 
one must set against the inflationary value of the work of art, the loss of interest on the 
capital outlay. 

For example a picture costing £1,000 would mean a loss of income, say 7% or £75 
per annum. But, they say, surely the pressure of inflation increases the value of the 
picture at a greater rate than £75 per annum. This of course can be true, but what they 
fail to realise — as with successful stocks and shares — that as inflation gathers pace they 
hang on to their hedge against inflation firmer than ever. Thus the greater the depreciation 
of the value of money the greater the illusion grows of the value of their picture. But, 
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as history repeatedly shows, when a currency is allowed to get out of control it collapses. 
Most people have heard of the collapse of the German mark after the Great War when 
in its final stages many millions of marks would not buy a simple item of ‘real wealth’ 
such as a box of matches, but very few people are aware that a second disastrous 
inflation again resulted in the destruction of fictitious paper money in Germany when 
in 1947 the Allied commission called in the old marks and for every hundred turned 
in, six new marks were given in exchange. Therefore, whatever figure inflation had 
pushed our picture we would only hope to be able to sell it at the price level of the new 
currency. This simple illustration is the essence of the money illusion and in this attempt 
to safeguard the value of one’s money one has contributed, in the very act of doing so, 
to the destruction of the value of one’s past savings. How many economists could we 
find that would be prepared to argue the case that the majority of the great economic 
crises in the past have been caused by the power of the banking system to create new 
money and lend it to industry? Then at the first faltering of confidence withdrew this 
fraudulent money from circulation, thus precipitating a crisis of liquidity? The shortage 
of money then drives up the interest rates as State and industry are forced to borrow 
at higher rates to replace the loans withdrawn. 

Therefore we find that money, which should be merely a token of exchange issued 
by the State, has been displaced by fictitious interest bearing paper-money from the 
banking system. Throughout this book J will demonstrate that all our history shows that 
the cause of inflation springs from interest and tampering with the value of money. As 
a result of which it is obvious that if there is no stability in our currency then prices 
must always be in a constant state of flux. 

Throughout history, monarchs through their debasement of coinage and bankers 
from the end of the 17th century through the uncontrolled issue of paper money have 
constantly upset the balance of trade. This, as we are all too painfully aware, leads to 
government interventions in their attempts to restore the balance, but again, as history 
also shows, every ill-conceived expedient has led to a worsening of conditions. 

And so, year after year, the opposing political parties are locked into a hopeless 
struggle to free the nation from the entangling mass of expedients that have been tried 
and in spite of all the evidence of failure, still carry on in the same blind misguided way 
when there is only one way open to the governments of democratic states to free their 
people from the incubus that threatens their way of life — that is — the control by a State 
Authority duly charged with the issuing of all new money (in whatever form it takes) 
thereby removing from the private banking system the power and unwarranted privilege 
of creating the nation’s money supply as a debt and then charging us interest on an ever 
compounding sum. It is my hope that I shall be able to show that the cause from which 
‘the money illusion’ springs is not economic, but the result of a fundamentally faulty 
system of money creation. If — as the argument goes — that governments cause inflation 
by printing or issuing too much money then it stands to reason that high street banks 
are the government — because they issue 97% of all money in circulation. 

Remembering my banker friend’s advice I have endeavoured to present the 
information in every-day language. But will be forgiven for being somewhat repetitive 
which I have found to be necessary when dealing with so mercurial a subject. 
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The following figures illustrate the folly of allowing private bankers the unwarranted 
privilege of creating all new money on the assets of the nation. This new money 
becomes burdened with perpetual and ever-increasing interest payments. By 1981, the 
original Dutch loans of £1.2 million pounds to William of Orange in 1694 — which 
established the Bank of England and Britain’s National Debt had reached the incredible 
figure of £112,780,000,000 on which the nation was taxed the sum of £13,088,000,000 
in order to pay the interest. However the government’s Public Sector Borrowing 
Requirement (PSBR) of £11,215,000,000, was, in itself, insufficient to finance the 
interest charges on this vast debt, which we can see, increases by thousands of millions 
year after year. For example, in 1968 the National Debt stood at £33,000,000,000, by 
1981 it had increased to £112,000,000,000, an increase of some £79,000,000,000 in 
thirteen years in spite of the income from North Sea gas and by the mid 1970's the flow 
of North Sea oil. In the case of oil — by 1983 over £15,000,000,000 was being contributed 
to the Gross National Product of which £8,000,000,000 came to the Exchequer benefiting 
taxation and the balance of payments. 

Yet, in spite of nature's bounteous gifts, both Labour and Conservative governments 
contributed to the calamitous addition to the National Debt after the Second World 
War by a four-fold increase during a period of thirty years. In other words, the formation 
of the National Debt during the Napoleonic War, the cost of financing the Great War 
and the Second World War had left the nation with an indebtedness of some 
£28,000,000,000 and towards the end of the 1960's a further £5,000,000,000, was 
added. However, in less than fifteen years up to 1981 a further addition of 
£80,000,000,000 was made to this already crippling burden. [By 1985-86 the outstanding 
National Debt had risen to £171,400,000,000, with interest servicing charges of 
£14,300,000,000. And according to the Bank of England Quarterly Review: Nov. 1992: 
by 1991-92 Public Sector Debt had reached £190,209,000,000. Furthermore, according 
to the Financial Times 13/11/1992, the amount of interest payable on Central Government 
Debt alone was £17,820,000,000 for the same period, exceeding the combined amounts 
allocated for Housing @ £7,729,000,000 and Education @ £6,342,000,000.] 

What is so alarming is there seems to be no end to it as year after year the 
government of the day churns out further sales of government debt — all of which — if 
David Ricardo’s and Keynes, advice had been heeded — would have been unnecessary. 
One is also filled with foreboding with the projections that by the late 1990’s North Sea 
oil will begin to go off flow. As I will endeavour to show this fundamental flaw in our 
monetary system of bank created money has been largely responsible for man’s inability 
to enjoy the fruits of the ever-increasing means of production and that we are now 
approaching the breaking point of indebtedness not only in the developing world 
economies, but in the developed industrial states as well. 

In February 1984 the Congressional Budget Office warned that the U.S. federal 
deficit could rise to the figure of $326 billion dollars by 1989. On the same day that 
this announcement was made Mr. Paul Volcker, Chairman of the Federal Reserve Board, 
warned Congress ‘It is already late and the stakes are large’. He was referring to the 
dangers of the nation’s “twin-deficits”; the rising structural budget deficits, and the 
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external account deficit which was expected to top the $100 billion mark by the end 
of that year (1984). 


“The United States”, Volcker continued, “the largest and richest economy” was on 
the verge of becoming the “world’s largest debtor in a space of only three years”. The 
reliance on foreign capital had placed the U.S. in an “ominous position and the 
recorded net investment position built up gradually over the entire post war period 
will, in a space of only three years by 1985 be reversed.” 


Mr. Volcker stated that the deficits were soaking up an inordinate amount of new 
domestic savings. These unprecedented levels of deficits are getting worse and cloud the 
prospects of reducing: “our still historically high levels of interest rates...last year alone” he 
said, “the cost of financing the deficits consumed three-fourths of available new savings”. 

In those last statements lie the reasons why inflation and unemployment can never 
be solved by them. Keynes in his General Theory of Employment, Interest and Money 
showed that low interest rates were crucial in the maintenance of employment and 
money. The list of disasters outlined above have resulted from that which I claim is the 
Betrayal of Keynes (see Chapter 10) 

On February 19, 1993, New Statesman & Society, published the following statement 
by Brian Gould, speaking as the Labour Member of Parliament for Dagenham, in which 
he said: 


“Why not commit a Labour government to two simple targets — full employment and 
a decent home for all? And if the private banking sector persist in its failure to develop 
a system of industrial banking, why not use the power of the state to make good that 
deficiency by setting up a major publicly owned investment bank? And while we are 
about it, why shouldn't a socially aware and economically responsible government create 
credit where appropriate in order to ensure that essential investment is made and at the 
same time strike a great blow for the democratic control of the economy?” 


Following which, it will be interesting to see, if he is allowed to remain in British 
politics — let alone the NEC — Brian Gould, in the words of one of his Labour colleagues 
“is one of the only members of parliament, with a comprehensive understanding of 
money and a coherent, workable economic policy” — For, as the old saying goes: “Under 
the present rules — No matter who you vote for, a man from Rothschilds, Barclays or 
Barings gets in”. 
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A Layman’s Guide to the Main Causes 


of Unemployment and Inflation 


The following simple explanation shows quite clearly that until the issue of the 
nation’s credit money is the sole prerogative of the state there is no way by which price 
stability can be achieved. And without price stability near-full employment and the 
avoidance of inflation can never be realised. Most economists agree that for currency to 
maintain its true functions it must fulfil the following conditions. 

1. That money acts as a medium of exchange. 

2. That it works as a measure of value. 

3. And a store of value. 

These three vital functions can never be realised until all money is spent — not lent 
into circulation — as in the case with MO our legal tender issue — that is notes and coins 
~ currently issued by the private Bank of England. This function should be taken over 
and issued by a National State Bank free of interest payments and, as mentioned, spent, 
not lent, into existence. Whatever the magnitude used. in our example whether millions 
or billions the result will be the same and show the same basic factors that regulate the 
nation’s economy as would be GNP of £1,000 (i.e., the Gross National Production of 
industry and services). For example: if the GNP were £1,000, then the National Income 
(wages, incomes, profits and rents) should also be £1,000. However, if the desire to save 
for various reasons amounts to 10 per cent then it must follow that 10 per cent of the 
GNP must remain unsold. This 10 per cent savings is considered to be investment and 
it is at this point we can see that there is a fundamental contradiction. A GNP of £1,000 
less 10 per cent savings must mean that £100 of the GNP will remain unconsumed and 
if unconsumed this must lead to unemployment as industry cuts production accordingly 
to 90 per cent of its capacity. If, however, this 10 per cent of unsold production is then 
exported, the standard of living of the people who produced it will be reduced by 10 
per cent if it is not replaced by an appropriate return flow of imported wealth. 

With the discovery of steam power and the development of the railway network 
over Britain, by the mid 19th century she had become the workshop of the world. 
However, sadly, for the masses that toiled to create this enormous output of real-wealth, 
they were not to benefit. At about the same time as the great industrial revolution took 
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place the private bankers aided and abetted by their protector the private Bank of 
England laid the foundations of that which has become an on-going disaster for the 
nation — our National Debt — or PSBR Public Sector Borrowing Requirement. 

This terrible financial instrument has held the British nation to ransom of perpetual 
interest payments for the past three hundred years. Thus if the power of the private 
banking system to create credit-money had been ended in 1945, when the Bank of 
England was nominally nationalised, then by 1989 it has been estimated that the nation 
could have been saved from taxation to pay the interest charges of some £125,000,000 000 
(£125 billion) if a State bank had issued all forms of money including private, bank- 
created, credit-money which now represents over 95 per cent of the nation’s money- 
supply. 

These massive payments to service the National Debt are known as transfer payments. 
In other words money is transferred from one section of the public to another. It is, 
therefore, assumed that the nation is none the worse off. It is of course true that a 
proportion of the income from the interest received is spent into circulation thus 
contributing to the consumption of the GNP, but the fact remains that a large proportion 
of these payments are reinvested in further securities in this country and abroad thus 
further withdrawing national income which further reduces the money available for the 
consumption of the GNP. Nothing less than a disastrous inflation, under present monetary 
thinking, can end the plight of nations falling into further debt and servitude to private 
bankers. The great tragedy for the people was the discovery by powerful merchant 
bankers — members of the Court of the Bank of England — of the advantage to themselves 
of exporting vast quantities of real wealth on credit. Therefore by the 1880's, the City 
of London had piled-up huge loans overseas, billions of which were never repaid. It was 
this exporting on credit which denied the wealth producing, labouring class any real 
improvement in their lot; regrettably this terrible travesty of economic thinking continues 
to this day. 

We see therefore that the GNP of £1,000 can only be consumed if the total 
national income is expended on its total production, otherwise unemployment is inevitable. 
Likewise by borrowing a £100 to consume the unsold 10 per cent of the GNP prices 
would again rise and we would be in an inflationary position. In the same way if goods 
are purchased on credit and there has been no increase in the GNP, prices will increase. 
If however the borrowed money is spent on imports there will be appreciable increase 
in inflation, but we would find ourselves with a balance of payments deficit, i.e., in debt 
to other countries. 

Having established that 10 per cent of unconsumed GNP is savings and assuming 
that these savings are investments makes nonsense of any hopes for ever achieving near- 
full employment. For it is these savings that have made further investments unprofitable 
and prevents consumption equalling production as a result of which the GNP continues 
to decrease. Which will not be resolved — satisfactorily — until State banks issue all 
money free of debt and interest. Then industry and commerce will be able to finance 
their activities from their own profits thereby releasing them from the heavy unwarrantable 
burden of interest payments on their productive, wealth creating activities. 


A LAYMAN’S GUIDE TO THE MAIN CAUSES OF UNEMPLOYMENT & INFLATION = 61 


Once a State bank starts issuing all the nation’s money free of interest payments 
the government could borrow from the State bank to finance all additional national 
expenditure instead of, as at present, selling securities to the public, which further adds 
to the National Debt. From this it can be seen that the people would then be free from 
the taxation needed to pay the interest on the National Debt when a State bank spends 
all new money into existence free from interest payments. The people released from the 
burden of interest payments on private bank loans and taxation to service the National 
Debt would now have the additional spending power to consume more of the unsold 
GNP which, together with ROI, is the main cause of inflation and unemployment. 
Taxation is a form of forced savings, but in this case these savings would be used by the 
state to part pay the salaries of the armed forces, civil service, education, hospitals, etc., 
administered by government and watched over by Parliament. Therefore, these forced 
savings would be spent in the consumption of part of this unconsumed GNP rather 
than going into private unaccountable pockets. 

We now come to the crucial point and, as we have seen, the government's taxation 
spent into circulation contributes to the consumption of the GNP. However, payments 
of interest to the private sector by the state, local government, industry and the people, 
in the main, does not find itself being spent on goods and services thus further increasing 
the problems of the under consumption of the GNP. Even worse, the interest payments 
are again re-lent taking even more money out of circulation thus increasing the amount 
of interest paid on the borrowed money further increasing the proportion of the GNP 
remaining unsold. And as this unsold proportion of the GNP increases so must 
unemployment. 

As these immense sums of reinvested interest payments continued to increase all 
over the world, it was inevitable that pressure would be brought to bear on governments 
to lift their controls on the investment of money overseas and by the end of 1970's this 
was to happen. Britain abolished her Exchange Equalisation Account in 1970 and 
immediately billions of pounds started to flow out of the country and has continued to 
do so ever since. An estimated figure of £100,000,000,000 (£100 billion) by now has 
been invested abroad. Add to this other capital outflows to those of other nations that 
have also abolished control of the movements of capital there can be no wonder as to 
why the world’s currencies are in a constant state of dangerous instability and must 
inevitably implode. It is not surprising, therefore, to read that foreign dealing on the 
world’s stock markets of financial assets exceed the actual exchange transactions of real 
goods and services, in the form of tangible exports and imports. 

Ac the time of writing, it is estimated that nearly $100,000,000,000,000 ($100 
trillion dollars) flows through the world’s foreign exchanges every year and that only 
$5,000,000,000,000 ($5 trillion dollars) is needed to finance the world’s entire transactions 
in trade. In other words, $95 trillion dollars are constantly seeking a profit on these 
‘Hot’ gambling money dealing instead of seeking genuine profits on legitimate trade. 
Thus money has become a commodity traded for profit instead of being regarded as a 
sacrosanct mediator, a true measure of value and a vital medium of exchange, thereby 
destroying all the three conditions that all economists agree are vital if money is to 
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maintain its true functions and stability. The foregoing proposals for the alleviation of 
the nation and nations from this constant struggle to solve the massive problem of 
unemployment and inflation are based upon the previously mentioned conclusion of 
David Ricardo in his book — The Principles of Political Economy and Taxation: 


“The advantage would always be in favour of the issuers of paper; and as the state 
represents the people, the people would have saved the tax if they, and not the bank, 


issued the money” 


John Maynard Keynes in his book — The General Theory of Employment, Interest and 
Money — concluded that “a somewhat comprehensive socialisation of investment will 
prove the only means of securing an approximation to full employment” which in 
essence means a State Bank as Ricardo visualised. It should be obvious to anyone who 
thinks seriously as to why the world economies are in a constant state of disarray that 
excess of money must play the all-important part. Therefore, if the Common Market 
countries succeed in setting up a European Central Bank there can be no hope whatsoever 
of sovereign states exercising any remaining control over their economies. Surely this 
amounts to a centralized bureaucracy from which the Eastern European states and the 
old USSR were trapped in for half a century. 

A European Central Bank would entail the complete control of the EC’s monetary 
policies, conduct foreign exchange operations, to hold and manage the official reserves, 
to operate payments systems and participate in forming and execution of policies for the 
stability of the financial system, and much, much more. National governments must 
inform Eurofed (European Central Bank) of all international agreements proposed in 
the banking or international field. Eurofed will control relations with banks and financial 
institutions in Third World countries. It will acquire and sell spot and forward all types 
of foreign exchange assets and gold. Eurofed would take over all assets of each country 
and its gold reserves. A council and executive board comprising of members of the board 
of governors of national banks will conduct all this. This complete control of all Europe’s 
monetary activities means that “Its proceedings will be in secret” and “completely 
independent of the 12 community governments and any other body.” If this total 
subjection of Europe’s monetary system to the bankers is accepted we will have changed 
a ‘socialise serfdom’ (CAP and all its ramifications) for that of a ‘bankers’ serfdom’. 

It should not have escaped our attention that the Delors Committee was composed 
largely of bankers and that Government borrowings in member states would be capped 
at 3% of G.D.P. (Gross Domestic Product). The Public Sector Borrowing Requirement 
(PSBR) for the United Kingdom for the years 1993-94 was forecast by H.M. Treasury 
in November 1992 to be £44,000,000,000, (£44 billion) which represents 7% of G.D.P. 
which, under the Maastricht formula, will mean further cuts in spending of around 
£25,000,000,000, (£25 billion) per year on top of the unnecessary and expensive spending 
cuts we are already making, and which the country can not afford, bringing more of the 
same, in order to impose and maintain the artificial scarcity of capital and push us into 
one of our periodic and ever deepening recessions. 

It is certainly not beyond the wit of man to devise an economic system from which 
the damaging, inhuman features of the present one are absent — contrary to everything 
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we have been told, workable alternatives do exist. For it cannot be right to go on the 
way we are, destroying wealth, people, property, goods and services ~ social or otherwise 
— in the inane quest for zero-inflation. The operation may succeed, but the historical 
evidence proves, that the patient always dies. There can be no legitimate justification for 
restricting the circulation of available goods and services when we have on call an 
infinite supply of MO money to draw on. 

Money, which was until recently, comprised mainly of recycled metal, rags, double 
entry records, or represented in the from of a truly inexhaustible and cheap supply of 
electro-magnetic keystrokes on a computer screen, which comes into existence at tiny 
cost to those who have the power to create it. But what they have managed to convince 
the world of is that the whole purpose of existence is to serve them and their agenda. 

Money, which, as a medium of exchange is as vital to our existence as oxygen, no 
longer serves this essential public service, that it was designed to perform. As can be 
seen, in the wrong hands, this once useful servant has now become a cruel and fearful 
master. 

The achievement of zero inflation is impossible under the present monetary system, 
based as it is, on interest, and compound interest. Therefore, any attempt by any 
government to do so, is surely, executive insanity and ineptitude raised to its highest 
possible power. 

If, as they say in the City of London, that time is money — why is it that debt is 
not allowed to decay at a similar rate? It is, as if, the whole purpose of life, from the 
cradle to the grave, was designed to serve the interests of bankers to reverence and 
maintain their power and position of their fraudulent fractional reserve system as god 
to be served and worshipped. Or that the whole purpose of a journey was the obtaining 
of a ticket. 


M+(x)=D+i 
THE IMPOSSIBILITY OF PUTTING OUT INFLATIONARY FIRES WITH 
MONETARY GASOLINE 
Editorial Footnote 
M+(x%)=D+i 


Former British Prime Minister John Major — the only man in history to runaway from 
a circus to join a firm of accountants — like most of his Treasury counterparts — Norman 
(Lament) Lamont; Nigel Lawson; Gordon (Incapability) Brown; and its current incumbent 
Alistair Darling, were schooled and elected by their accomplices in the City of London 
to only raise revenues through taxation and to borrow it from them at extortionate rates 
of interest much preferring to see society choking on suicidal debt — than increasing our 
money supply through MO at zero interest in line with Keynes, Bradbury, Ricardo, 
Marx, Lincoln, Vickers, etc. 
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The fatal formula is expounded as follows: 
The Money Supply (M) is issued as a Debt (D). 
Therefore M = D. 


However, the debt has to be repaid with interest (i). 
So the formula expands thus: M + (x) = D ¢ i 


The money supply M must remain in equilibrium with Debt plus interest (D + i), 
through the increase represented by (x). 


The variable (x) is solved as (r) the Rate of Inflation (increase in money supply) 
Therefore the real formula that has cursed mankind down the ages is: M + r= D+ I 
Or money supply plus inflation equal the debt plus interest. 


Interest is the absolute cause of an inflating money supply and it is impossible for the 
debt to increase under interest without the money supply being inflated to balance the 
equation. 


Inflation is always caused by interest and the fraudulent nature of fractional reserve 
banking — therefore for people like Gordon Brown and economists in America, India 
and elsewhere to say that they are going to cure inflation by increasing interest rates — 
is an impossible vacuous promise — which has been producing failures for centuries — 
with the same predictable results as using oil or gasoline to put out fires — but, of course, 
they are trained at the LSE and the like to believe and practise such nonsense — when 
they could and should expand the aggregate known as MO and spending all we need 
debt free into circulation rather than the highly “imprudent” current practice of “borrowing 
at interest” — but what should we expect from the Quack Doctors of Quack Economics” 


M. R. Paul Bates: Keeping The Third World, Third, London 2008. 


Capitalism 


Before we embark on our journey through this ‘history of the main cause of 
inflation and unemployment let us construct a simple model of ‘capitalism’ and see if 
we can find why it has produced the constant upheavals in world trade as the result of 
indebtedness. At its most simple level we find that a man by his own efforts produces 
articles of real wealth, for example, pieces of furniture or he grows vegetables. He has 
saved sufficient money with which he has purchased the necessary tools for the production 
of this wealth. These tools are his working capital. From the sales of his goods he covers 
his overheads, i.e., rent, rates, raw materials, transport, tax, etc., and from the profits 
on the sales of his production draws an income to meet his living expenses, and for the 
continuing success of his business, sets aside a proportion of his profits to plough back 
into the business which is crucial for its further development. We shall see why this is 
so important later on. 

The business prospers and he now engages workmen and further expansion takes 
place. He then, perhaps, forms a limited company and finds no difficulty in attracting 
private investment. Here we have reached a decisive point in the development of 
‘capitalism’ as this new investment represents the savings of the investors, who, through 
their investment, hope to share in the prosperity of the company. In other words, the 
money the new company has attracted is free of interest charges. Therefore, whatever 
the business and however small, through to firms on the scale of ICI, if its finances are 
managed in this manner we have ‘true-capitalism’. This simple model illustrates quite 
clearly that if this state of affairs prevailed the sum total of the nation’s yearly production 
of real-wealth, i.e., the Gross National Product, would flow into the economy free of 
interest charges. Therefore, the marginal efficiency of physical capital, i.e., plant and 
machinery, etc., would be safeguarded, as it would not have had to compete for funds 
from the ‘money-rentier-capitalist’ with the result that interest rates would fall to a very 
low level. 

We now come to the second stage in the development of ‘capitalism’. In the mid- 
17th century with the discovery by goldsmiths that merchants who left their gold and 
valuables in their strong rooms were using the receipts for their deposits to pay their 
debts was, in essence, the simple forerunner of the cheque system, or if the depositor 
wanted to settle a debt of much smaller proportions than his deposit the banker would 
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pay the bearer, i.e., the possessor of the draft issued by the depositor for the stated sum 
with a promissory note to the value directed. Thus the birth of the banknote — which 
quickly became to be regarded as money. The banker soon discovered that these banknotes 
were handed around in settlement of debts and that only a fraction were returned to 
him for ‘cash’, i.e., currency of the realm which is currently issued by the State as MO 
free of interest charges. It is this legal tender money — ‘cash’, when deposited with the 
banker which enables him to make loans to the ratio of up to ten times the amount of 
actual ‘cash’ in his tills which means that every loan they make then becomes a legal 
deposit in their books — in other words they debase the original depositor’s hard earned 
money by conjuring into existence 10 times the ainount — some times more. Typically 
$1,000 dollars will eventually become $100,000 — which is imprudent and inflationary 
by any standard one cares to use. 

With this power to create money ‘OUT OF NOTHING?’ it is obvious that this 
form of ‘capitalism’ is an entirely different animal to the one we found in the first stage. 
We see, therefore, that with this power in the hands of the private banker the temptation 
to create new loans is inevitable because it is the interest on these loans, which represent 
such ill-gotten profits. 

At this point we start to get a clearer view of what this power of the banking system 
means. In our first stage of the development of ‘capitalism’ we found that firms who 
used their investors’ savings and the profit set aside for further capital equipment 
development were free of interest charges on borrowed bank money. However, reasons 
often arise for the need of further capital to see a firm — especially developing firms — 
through a cycle of production such as farming with a yearly cycle of growth to harvest, 
or long-term planning of several years in building a factory and the installation of plant 
and machinery before being able to market its new product. 

If, therefore, a loan from a bank is used, instead of raising new capital we now see 
that the first charge on the profits of the business is the payment of the interest charges 
on the bank’s loan. As we have already seen, the irony of this new situation for the 
previously debt free company is that the bank has created a credit based upon the ‘cash’ 
deposited with the bank, by the same borrower, as the result of its paying in cash and 
cheques and paying out cash and cheques through the bank in the course of its year’s 
trading. Cheques being merely a convenient way of transferring cash to settle debts 
meaning [theoretically but erroneously] that there are always billions in ‘cash’ in the 
banker’s tills to support such loans or overdrafts. 

To emphasise once again, the banks use the nation’s interest free (MO) legal tender 
money to support their loans of money created as bank credit money on which they 
then charge interest. And so, year after year, many businesses are forced to re-negotiate 
their loans or overdrafts, thereby remaining tied to the uncertainties of erratic bank rates 
and when faced with interest charges of between 16 per cent to 20 per cent as in 1989 
and during the previous deflation of the early 1980's, is it any wonder that thousands 
are thrown into bankruptcy? The value of this huge mass of fictitious bank-created 
money in existence is virtually safeguarded by a nation’s central bank; for Britain, the 
Bank of England, who in the final resort represent the total entire wealth of the nation 
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via the Treasury from the government — which is then used to bail out profligate banks 
when periodically they declare bankruptcy. 

We can now see that the source of power that lies in the hands of the ‘money- 
capitalist’ flows, in the main, from the banker's privileged position to create money at 
will, and where the conflict of interest and self-interest arises. Because, the money- 
capitalist’s concern is to lend at the point of highest interest and the producer-capitalist’s 
concern is that the interest rate on the money he is forced to borrow should be at a 
consistently affordable level to ensure that the marginal efficiency of his physical capital 
is safeguarded. Hence the perennial conflict between ‘true-capitalism’, i.e., producer- 
capitalism and its mortal enemy ‘impostor-capitalism’, i.e., money or rentier-capitalism. 

The writer has gathered together wide-ranging evidence in the following ‘history’ 
which he hopes will convince the reader that not until the total issue of the nation’s 
money-supply is in the hands of the state will the total community receive its fair share 
of the real-wealth produced by true-capitalism. It is the struggle to achieve a fairer share 
of the real wealth produced that brought about the questioning of the economic system 
by early thinkers whom we identify as socialists and culminated in the writings of people 
such as Karl Marx — who recognised — in Vol 3 of das Kapital that — “The worker is 
also a capitalist...” 

The situation that arose as the result of the development of stage two of ‘capitalism’ 
as described above, was solely that of the activities of private bankers within the nation 
and up to recent times the central banks had a reasonably firm hand on their activities. 
However, in spite of this, the banker's lending excesses precipitate crises of varying 
severity every ten or so years. With the introduction into the world economy of two 
immense monetary instruments, the Eurodollar and the Petrodollar — during the past 
twenty five years there came into existence, as I describe it, ‘the banker's dream-money 
come true’ which enabled them for the first time to create loans based upon these 
deposits of Euro and Petrodollars internationally in the same way as the banker does on 
the people’s ‘cash’ nationally. It is this international money which recognizes no frontiers, 
and over which the central bankers have little or no control, with the resule that the 
world’s developed and developing countries alike, are enmeshed in an indebtedness on 
such an immense scale that, sooner or later the interest payments will prove to be a 
burden of such proportions that defaults will lead to loss of confidence in the monetary 
system which will inevitably lead to its catastrophic collapse. This is why the Marxist- 
Socialist is convinced that it is necessary to keep up the pressure on the so-called 
‘capitalist’ system. Events world-wide and the politically inspired coal strike of 1985 like 
the impending one in Britain in 1993, were precipitated by a completely unnecessary 
pit closure programme and are, understandable examples of this deeply held belief. 

It is, therefore, why this book sets out to prove that Professor Hayek’s ‘Road To 
Serfdom’ has a confluent carriageway which, having first led to the Gulags of socialism 
is fast becoming, as the carriageways merge — The Other Road to Serfdom. 


A Chronological Outline of the 
Misuse of Money: 
2400 BC to 2008 AD 


2400 BC.—Lagash in Sumaria. Debt is automatically written off in the 7th year 
— in order to prevent the inevitable destruction of society. The wisdom of which was 
recognised by Thomas Jefferson, and described by him as follows: “The modern theory, 
for the perpetuation of debt, has drenched the earth with blood, and crushed its 
inhabitants under burdens ever accumulating.” 

1491 BC.—Mosaic Law prohibits usury and calls for the cancellation of all debts 
in the 7th jubilee year. Deuteronomy 15: 1 to 23; Exodus 22:25; Leviticus 25: 1-36; 
Deuteronomy 23:20. Also in Ezekiel 22:12. 

1452 BC.—The first recorded money market crash. BOOK OF NUMBERS 26: 
9-11 Fire consumes 250 opponents of the Mosaic Law and the earthquake swallows up 
Korah, the usurious Israelite money lender who rebelled against Moses, his cousin, 
following God’s prohibition of interest. 

800-700 BC.—The appearance of small pieces of silver stamped with merchant's 
marks can be said to be the first true coinage. Gog, King of Lydia, an ancient country 
of Asia Minor, quickly saw the power that would be held by these coins as a means of 
payment for goods and services, or the settlement of debts. He, therefore, took unto 
himself, as the supreme head of the State, the sole responsibility for issuing the coin of 
the realm. In Homeric times it was known as Maeonia. It reached its zenith with 
Croesus, under whom the Lydian empire extended from the Aegean Sea to the river 
Halys, and the Greek cities of Asia Minor were tributary. 

Throughout history, silver has been the principal precious metal most suited for 
use as coinage. It was neither too scarce, or too much in abundance, to detract from its 
use as money, or its value as a precious metal. Thus, even if a proportion of the coinage 
was copper the faith in its value was maintained so long as the State issued sufficient 
coinage to balance the flow of production and consumption 
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700 BC.—The Greeks soon found that they could add copper to silver in varying 
degrees, which escaped attention unless submitted to assaying. Then the debasement of 
the coinage brought a decline in trade. Not until the Athenians decided on new drachmas 
did the golden age of Athens begin. 

600 BC.—In Greece, we see the beginnings of a long series of currency debasements. 

c.340 BC.—At this time Aristotle studied many of the great problems of his day 
and the implications of usury and concluded that it was morally wrong. He considered 
that there were two types of wealth. The first being the result of man’s labour in 
converting raw materials into consumer goods, the second the development of unnatural 
financial dealings as the result of the introduction of coinage as a means of exchange. 
Aristotle saw finance dealing as an evil art and its most evil form was usury. He stated 
that the sole function of coinage was that of a means of exchange and, therefore, usury 
was the unnatural use of money. 

27 BC.—Rome: With a bad coinage and trade at a standstill Augustus restores the 
denaris to its true weight of silver, thus bringing the revival of trade and the great period 
of Augustus commenced. 

37-68 AD.—During this period the reign of Emperor Nero brings a serious 
debasement. 

305 AD.—The Emperor Diocletian leaves Rome to build a new capital which 
became known as Constantinople. At this time the denaris was worth a fortieth of its 
Augustine value. 

c.630.—Muhammad’s life of sixty-three years ran the full gamut of human 
experience. It is said that he was the walking Koran, which was codified and laid down 
over a period of twenty-three years thus establishing Islam as a system of social justice. 
The Koran specifically condemns those who fail to use their wealth and money to help 
those in need. It is explicit in its condemnation of the practice of usury/riba, i.e., the 
payment of interest. Furthermore, if the borrower is in financial difficulties it points out 
the wisdom of cancelling the outstanding debt by way of charity, which, in the long run, 
it says is sound economics.[see Koran, Surah 2; verses 275-79. 3: 130; 4:161; 30:39;]. 
A root of the Arabic word Riba is ‘asphyxia’; riba, therefore, exerts the same strangling 
effect on the economy, as asthma exerts on the individual which leaves one in no doubt 
that those who truly follow Islam have an uphill battle. For they cannot accept interest 
at any rate from the world of ‘modern’ banking and claim to be true believers — and like 
the Biblical Korah are warned to expect war from God if they do not restrain themselves 
from practising ic and prohibiting its use. 

c.700.—The Caliph Abdul Malik creates a pure silver coinage for the Muslims and 
the vast wealth of Haroun al Rashid was the result of trade brought about by a sound 
coinage. 

c.1100.—Imam Gazalli lays out perfectly the true function of money 750 years 
before David Ricardo and Abraham Lincoln's declaration in 1865. 

1252.—The Italians, learning from the Arabs, see the value of having a sound 
coinage. Florence produces a gold coin — the florin to be followed by Venice with the 
ducat with the result that trade flourished and the great wealth provided the patronage 
for the great artistic development of the Renaissance. 
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c.1270. —Thomas Aquinas sets out the position of the Church and its standing 
in relationship to usury which remained for many centuries the teaching, by which the 
taking of interest payments was judged, 

1517.—Martin Luther by his action of nailing his 95 articles to the church door 
in Wittenberg challenged the authority of Rome and ushered in the Reformation. Thus 
the Canon Law of the Church, the basis for centuries of morality, was broken including 
the ban on usury. 

1545.—Henry VIII had by this time debased England’s coinage to about two- 
thirds base metal to one of silver, whereas the previous centuries had seen a fairly 
uniform currency based upon the Tower pound. This was abolished in 1576 and replaced 
by the Troy pound. 

1558.—During the reign of Elizabeth the First, the debased coinage of Henry's 
reign was replaced by a new Sterling standard coinage of the Troy-pound: 11 ounces, 
2 pennyweights of pure silver alloyed with 18 pennyweights of copper. Trade revived and 
laid the beginnings of England’s greatness, thus demonstrating the virtue of a sound 
currency. 

1560.—Calvin, an arch puritan in spite of the long tradition of condemnation of 
usury by the Old Testament teachers, classical scholars, the Christian Church and Islam, 
dismisses this age-old morality by stating that taking interest on capital is as acceptable 
as taking rent for land. He therefore gave religious sanction — Calvin’s Fatwa — permitting 
the taking of interest on the great wealth traded by the merchants and made possible 
by bills of exchange. These bills were discounted thus dealing in bills of exchange 
became a profitable business in itself. Dealing in bills of exchange consists of nothing 
but usury. 

c.1550 to 1630.—Genoa. The banker-financiers at the bank Casa di Giorrio found 
ways to circumvent Canon Law forbidding the taking of usury among the various 
devices of ‘paper’ which for them served the same purpose as the state’s fiduciary issue, 
the most important being the Bill of Exchange. This paper instrument was invaluable 
for merchants trading with other nations. With the bankruptcy of Spain in 1627 these 
bills of exchange and other forms of paper credit became insupportable and with no 
other lender to turn to the power of the banker-financiers of Genoa went into decline. 

c.1630.—With the decline of Genoa, the banker-financiers moved to Amsterdam, 
which by now had established itself as a great trading centre. Over the following years 
gradually the real wealth generated by Dutch traders became more and more abused. by 
the increasing flood of bills of exchange and as the trade in real wealth gradually moved 
elsewhere, Amsterdam increasingly became the centre for paper credit and so became 
‘Europe's banker’ as in the 18th and 19th centuries London was to become the “World’s 
banker’. Quickly the flood of paper credit expanded reaching on occasions fifteen times 
the amount of real money in circulation and with enormous amounts of paper credit 
far beyond the needs of traders Amsterdam’s banker-financiers encouraged monarchs 
throughout Europe to borrow on a large scale. Inevitably, as this brief survey of 
uncontrolled money abuse shows, Amsterdam collapsed as the money powerhouse of 
Europe, when it was found that the people to whom vast loans had been made throughout 
Europe were defaulting on their interest payments. In the same way we shall see thousands 
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of millions of pounds in loans to developing countries made by the City of London 
during the 19th century right until che Great War repudiated, and again after the 
Second World war, especially during the past twenty or so years, several hundreds of 
billions of credit flowed into the Third World countries and Latin America from the 
industrialised nations with the USA and Britain playing the leading role. 

We now come to the reason why the bank-financiers in Britain after the formation 
of the Bank of England in 1694 (and eventually in other industrialized countries with 
the setting up of other Central Banks) were. never to suffer bankruptcy on such a scale 
which overwhelmed Genoa and Amsterdam. They had found the ideal “fool proof” way 
through which they could be safeguarded against their insatiable propensity to gamble 
with the property of the producers of real wealth in the real economy by short selling 
and over lending their baseless credit. 

They made these Central Banks the ‘lenders of last resort’. In other words this was 
— and still is — the great confidence trick that makes it possible for the private banking 
system to create billions of new credit money month after month, which then flows into 
the hands of international financiers. In the following history, we shall see that time after 
time following periods of wanton over-lending the State, i.e., the total community, 
through the government supporting the activities of the private Bank of England it has 
saved the private banking system from bankruptcy by pledging the entire nation’s credit 
to bail them out — in which we have the appalling indictment of an unregulated private 
banking system, whereas, the producers of real new wealth find themselves in bankruptcy 
as the result of faulty decisions — often made by banks — who, under the Statutes of 
Fraud Amendment Act of 1828 remain immune from prosecution even if they knowingly 
commit fraud. The bankers, no matter how great their mistakes or criminal behaviour, 
know that they will always be safeguarded by their Central Bank and they are fully aware 
that the government fears the loss of confidence of the people if they see their money 
endangered by bank closures. In my view this represents blackmail of the blackest type 
and that the peoples of the world can never be relieved of the burden of bank created 
debt until States take full responsibility for creating all new money free of interest 
payments in the same way as they already create 3% of the nation’s money supply which 
it issues as ‘legal tender money’, i.e., coins and notes — otherwise referred to as MO. 

c.1630.—The redistribution of power during the Tudor period away from the 
landed nobility to the merchant class and financiers who were allowed to exploit financial 
instruments previously banned. Thus the stage was set for the struggle between Charles 
the First on the one hand, and the merchant class which was powerfully represented in 
Parliament. The King believed that it was his duty to maintain the moral order as laid 
down in Canon Law. Thus Plato’s statement that “usury divides society against itself” 
proved to be true. 

c.1640.—Charles I removes £130,000 from the Tower of London, the property of 
City merchants. This outrageous act forced them to seek a safer place to deposit their 
treasure and this they found in the strong rooms of the goldsmiths. Hence the birth of 
the banker who gave receipts for the deposits which were soon circulating as payments 
of debts; i.e., paper-money, the forerunner of bank notes Here we see an example of the 
power exerted by money. Although Charles maintained that it was his duty to uphold 
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the morality of Canon Law he was not inhibited from robbing his subjects. The irony 
of his action was that it made possible the immediate change from gold and silver to 
paper-money. I can find no instance in monetary history where a single act changed the 
whole direction of economics in such a short time. We shall see why it was that David 
Ricardo and many other economists who thought this problem through to its logical 
conclusion saw that the issuers of the nation’s currency and credit should not be private 
bankers or governments. Neither could be trusted, therefore, the control of money and 
credit should be the responsibility of a Board of Commissioners answerable to Parliament. 

1642-1649.—The Civil War. The Puritans, in breaking Charles I’s power and 
religious values he sought to uphold, ironically succeeded in overthrowing the Divine 
Right of Kings, but replaced it with the Divine Right of Bankers. Cromwell’s need for 
money in his struggle against the throne forced him to resort to Dutch money lenders 
which he received in good measure in spite of the fact that England was at war with 
the Dutch, thus showing that financiers look beyond national interests in their drive for 
bigger profits. Banking was now taking the form which remains the all-powerful influence 
it is today. Following the King’s execution, power passed to the new financial kingly 
class: the bankers. As Edward Hyde, Ist Earl of Clarendon (1609-74) and Lord Chancellor 


from 1660 to 1667 wrote some years later of this phenomenon: 


“Bankers were a tribe that had risen and grown in Cromwell’ time, and had never 
ever been heard of before the late troubles, till when the whole trade of money had 
passed through the hands of the scriveners: they were for the most part goldsmiths’. 


1660.—The return of Charles II is known to history as the Restoration. However, 
nothing else was restored. Control now lay in Parliament and the mercantile class 
backed by the new financial system of banking. When James II became King he made 
an attempt to restore some of the authority of the monarchy. This, however, was quickly 
nipped in the bud as Parliament invited William of Orange from Holland to become 
King. The conditions laid down by Parliament removed any remaining political power 
held by Charles II. William proved to be the ultimate ‘banker's man’. From Amsterdam 
came his personal banker followed by many financiers. Amsterdam was to be eclipsed 
by London as the centre of international finance. 

According to Michael Davie, The Observer, 22/5/1988, p.10. JEWISH BANKER 
LINKED TO REVOLUTION. William proved to be an ideal banker’s man. From 
Amsterdam he came with Francisco Lopes Suasso, the banker, followed by many financiers. 
He says that Wisselbank ledgers, in the City of Amsterdam archives, show that William 
received 1.5 million guilders between 1689 and 1690, as a result of which the British 
people were “Amsterdamned”. 

1676.—By now the new business of banking is no longer a secret and the long 
story of our modern ‘paper-money’ illusion begins. Thus with the introduction of paper- 
money, a material of great abundance and of little value coupled with the abandonment 
by the State of its responsibility to issue the nation’s money, along with the rapid growth 
of private banking, led to the creation of increasing quantities of ‘worthless’ paper- 
money. In spite of this fact, this same ‘paper’ becomes a demand on real wealth and 
services, therefore, the temptation to create ‘money’ and the demand for it must (as has 
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always been the case) leads to the loss of the value of money, i.e., it leads to inflation. 
This new paper-money is fictitious because it is not backed by the coin of the realm and, 
as such, represents fraud and usury on a massive scale. 

1694.—A group of businessmen headed by William Paterson with the support of 
the Chancellor of the Exchequer formed a money lending syndicate which became 
known as the Bank of England. Very soon after its formation we can trace the ever- 
increasing power that had been placed in the hands of the private bankers. Generations 
of economists and politicians failed to question what had happened as the whole world 
slides further and further into indebtedness to the private banking system. As I have seen 
it quoted, William Paterson was under no illusion as to what this power is, and is 
reported as saying: 

“The Bank of England hath benefit on all monies it creates out of nothing.” 


A study of the writings of this remarkable man whom I would place in the same 
category as Adam Smith, David Ricardo, Karl Marx [in volume III of Das Kapital] 
Arthur Kitson, Professor Soddy, John Maynard Keynes, and John Kenneth Galbraith, 
will illustrate clearly over and over again that in spite of the overwhelming case they have 
made against bank created money the power that lies behind the manipulation of the 
value of money has never failed to find supporters for their unwarranted privilege in 
Parliament. In their writings they all show great concern for the damage that the 
debasement of money and excessive interest rates does to the economy. S. A. Bannister 
writing in the preface of The Writings of William Paterson-Founder of the Bank of England 
in 1858 says: 


“He (Paterson) promoted measures best calculated to meet the perplexing difficulties of 
Government and advance the general welfare. He vehemently opposed financial measures 
fatal to the public interest monopolies and corruption of all sorts of political tyrannies; 
but especially the delusive principles of an unconvertible paper-money.”' 


On the same page, i.e., 7, Bannister finds it strange how a man of 


‘unswerving course of honour and public usefulness should have been neglected, and 
even oppressed by the Government or haw soon after his decease his important writings 
and opinions fell almost into oblivion”. 


It is interesting to note that even Bannister’s book, it seems, fell into the same 
‘oblivion’. In order to read his book I applied for it through the County Libraries inter- 
lending system and it was located in the Gloucestershire library. As my footnote shows 
it was published in 1858 and over 110 years later I was the first to read it, every page 
was uncut!!. Therefore Paterson is the first in my pantheon of ‘forgotten men’ together 
with S. A. Bannister, M. A. William Paterson’s admirer, who, most certainly finds a place 
among them. On p. 9 of his preface Bannister answers his own query for we read that 
he (Paterson) was against: 


“the false credit arising out of mere paper issues” 
and again on p. 15 the following comments: 


“Thus in banking he never swerved from the safe basis of gold and silver for most 
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extended system of transferable bills; whilst Chamberlain and other antagonists of his 
system eagerly planned their credit currency upon unconvertible paper.” 


Thus Paterson's hopes of controlling the activities of the goldsmith-bankers and 
their excessively high interest rates by his formation of the Bank of England were dashed 
by his being over-ruled and outvoted by his colleagues over what he considered to be 
the bank’s legitimate operations and within a year of the Bank’s formation he voluntarily 
withdrew from the board and sold his £2,000 of stock. Therefore, Paterson’s insistence 
on the necessary safeguards for a sound currency were swept aside by those in power by 
accepting just such a credit system advocated by John Law which had brought great 
misery and suffering to the peoples of France. For the rest of his life he opposed the use 
of inconvertible paper money. Long before John Law, powerful men in the House of 
Commons were advocating the use of such paper. 

Paterson in his remarkable treatise: ‘Proposals and Reasons for Constituting a 
Council of Trade’? shows that foremost among his conditions for its success is: 


“The necessity of reducing interest on money to 3pc or less” ‘ 


and, he continues: 


“For the truer sense and better understanding of how great a national benefit this 
would prove, it ought to be considered that the whole industry of a country is affected 
by the weight of the interest on money and whether such industry of a country ever 
came to be bought, sold or bartered, or not, this alters not the case in general since, as 
money is the standard of everything, so all things are valued by money in a trading 


country”. 


As with the above treatise which Bannister quotes in its entirety we find also in 
volume II® the letter that Paterson wrote to John Locke under the title: 


‘A Review of the Universal remedy for all Diseases incident to Coin” 
which Bannister says is: 
‘perhaps more powerful than any other monetary work extant”. 


I implore all in search of the cause of inflation to study the full text of this brilliant 
essay in which the author shows time and again that the monetary illusion lies in the 
debasement of the currency, be it coin or paper money. I quote the following gem as 
an example of the wealth of wisdom to be found therein: 


“ls there no remedy said the Tradesman? I'll find out what shall make me easy, at 
least, though it do not cure the disease. In proportion as ill men go on clipping money, 
and ill men in making use of it, I'll endeavour by the same degree to raise the price 
of my commodities, and so be even with them all at once. He did it so in effect; 
everything rose apparently. Even gold itself, though it kept its former proportion to 
silver. Thus the admission of one absurdity drew on innumerable others” 
1696-1717.—We find also, as with most thinkers on the subject of monetary 


reform, Paterson's great concern as to the importance of the Redemption of National 
Debts and it was upon his writings and advice that Walpole in 1717 constructed the 
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great sinking fund. Ever since the discovery of coinage its stability was constantly 
undermined: through debasement by monarchs or by the sweaters and clippers. The 
invention by Blondeau of a machine for milling the edges on coins put an end to the 
clippers activities, but as this evil was overcome another far more disastrous for the 
future had made its appearance; the creation of paper-money to a ratio of ten times that 
of cash in the banker's tills. In this year a Parliamentary statement showed that within 
the first years of the newly formed Bank of England bank-notes had been issued to the 
sum of £1,657,996 against their cash in hand of £35,664. Thus the foundation of the 
so-called “Trade Cycle’ was laid. 

This discovery by Parliament of the abuse by the Bank of England of the creation 
of this excessive amount of money was not allowed to be questioned and we are to find 
that for the next 136 years no Parliamentary Committee was ever successful in probing 
or was allowed to know the amount of the bank’s cash holdings. Such is the power of 
money that this obviously fraudulent system commands, that it found and still finds no 
lack of supporters in both Houses of Parliament. In the year 1832 a Parliamentary 
Committee was ‘allowed’ to question Bank of England officials on certain aspects of the 
problems in which the bank was involved, but questioning since then, as far as I have 
been able to trace, has not been allowed into how the Bank actually operates its monetary 
affairs. 

In fact, in my attempts to find evidence as to how the control of the nation’s 
money supply is exercised has shown that this, the most vital operation concerning the 
well-being of the people, in still shrouded in absolute secrecy, as far as the efforts of the 
House of Commons Treasury and Civil Service Select Committee are concerned. What 
I did find was that little seems to have changed since 1698. 

The House of Commons, Votes and Proceedings 15th November 1974, No. 18, 
p-111 did provide the following information. 

Item 8. Nationalised Industries. That there shall be a select committee to examine 
their reports and Accounts. 

It goes on to list various Boards... “and to examine such activities of the Bank of 
England as are not: 

1. Activities in the formation and execution of monetary and financial policy, 
including responsibilities for the management of gilt-edged, money and foreign 
exchange markets: 

(i) Activities as agent of the Treasury, in managing the Exchange Equalisation 
Account and administering Exchange Control: or 
(ii) Activities as banker to other banks and private customers”. 

Therefore to find out to what extent the Select Committee on Nationalised Industries 
(sub-committee C) could probe into the activities of the Bank of England I obtained 
the minutes of evidence of their two meetings in which they examined the report and 
Accounts for the year 1974. 

On the 18th of January and the 25th of January 1978, the Governor, Deputy 
Governor, an Executive Director and the Chief Administrator of the Bank of England 
appeared before the Committee to give evidence. 
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The proceedings on the 18th January were wholly taken up with the examination 
of the ‘fringe bank’ collapse. On the 25th January they turned their attention to other 
matters, but, it seems to me, such was the desire on the part of the Committee to try 
once again to prise some more information out of the witnesses as to the part the bank 
played in the ‘fringe bank’ fiasco, that we find on p. 30 the Committee's chairman 
asking the Governor: 


‘could we revert to the problem of support operations, which concerned us last week and 
about which you told us quite a lot”. 


Apparently nothing like as much as they would like to have known and, what I 
would like, and I am sure, my reader would have liked to have known. 

My impression on reading these two reports was that masterpiece of stone-walling. 
I would urge my reader to study these enquiries in their entirety as further proof of the 
absolute necessity of a State Authority to control the nation’s monetary policies and that 
Authority to be answerable to Parliament. For what do we find, nearly 300 years since 
the formation of the Bank of England? The chairman of the House of Common’s 
Treasury and Civil Service Select Committee, saying 


“In the long-term they cannot deny us the information and they wont” (Financial 
Weekly 9/5/80). 


Strange is it not? But just how long ‘the long-term’ should be, should only be 
decided by Parliament, but judging by the almost complete restriction on questioning 
the all-important issues placed on the Treasury and Civil Service Select Committee Votes 
and Proceedings of the 15th November 1974 it could be quite some time yet. 

Editors Note: Following, are some of the names, dates and identification numbers 
of questions raised by Members of Parliament since then, about the activities of the 
Bank of England, to which all answers were refused. 

19-2-1981.(c.209) 

Mr. Park to Nigel Lawson on the Bank of England Support Schemes. 

9-12-1982.(c.622) 

Mr. Race to Bruce-Gardyne on operations of the Bank of England in areas of 
Public Policy, such as reinsurance market. 

12-11-1985.(c.126) 

Mr. Cohen to Ian Stewart on the financial relationship of Henry Ansbacher & Co 
Ltd and the Bank of England. 

1-4-1993.(c.375-6) 

Mr. A. Darling to the Chancellor via Anthony Nelson M.P. also an employee of 
N.M. Rothschild: 4 questions: 

(1) On the support provided by the Bank of England to authorised financial 
institutions. 

(2) Whether the Bank provides guarantees to other banks? 

(3) What is the value of the support? 

(4) Did the Bank provide support for any authorised bank that was not 
incorporated in the United Kingdom? 
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1-4-1993 (c.375) 

Mr. A. Darling to the Chancellor. How many banks and financial institutions did 
the Bank of England support (a) directly. (b) indirectly through other banks and financial 
institutions in (i) 1990. (ii) 1991 and (iii)1992? 

28-4-1993. (c.402) 

Mr. Keith Vaz to the Chancellor. What discussions he had had with the Bank of 
England in relationship to the closure of (i) the Mount Banking Corporation Ltd., (ii) 
the Roxburghe Bank, (iii) the Al Baraka Bank? 

Predictably, the above questions still await satisfactory answers. A fitting tribute to 
the legacy of Montagu Norman, the enigmatic Governor of the Bank of England, who 
brushed aside earlier attempts in the 1920's and 30’s with his legendary remark to 
Vincent Vickers — “the dogs may bark, but the caravan marches on”. 

1720.—As was inevitable, this power to create ‘money out of nothing’ soon led to 
one of the greatest examples, possibly the most terrifying, of man’s cupidity - The South 
Sea Bubble. But, as history shows, man’s memory is, indeed, very short. In the Year of 
John Law's disastrous bank failure in France, fostered by the illusion that banks could 
issue bank-notes/credit, not based upon its cash reserves, but upon the possession of 
land, the British government sponsored a scheme, even more fantastic that Law's as a 
means of clearing the National Debt. This was the South Sea Company, known to 
history as the South Sea Bubble, and what a bubble. But, as we shall see, as we make 
our way through history of the cause of inflation, this madness repeats itself time and 
time again. The Company proposed to take over the debts of the State, which were in 
the region of £31,000,000 taking interest at 5 per cent and a payment to the government 
of a sum of £3,500,000. Most fantastic of all, it was to become the sole State creditor, 
as funds of the Bank, the Exchequer and the East India Company were to be incorporated 
with its own capital. With this set-up there is no wonder it stoked up an orgy of 
speculation. In the ensuing collapse and panic the Bank of England was given the power 
to take over the South Sea Company's bonds and liquidate the Company to restore 
confidence and, as we shall see, it has been doing the same thing ever since. 

Witness the so-called ‘lifeboat’ rescue of fringe banks in the mid-1970’s This was 
traced to its logical conclusion, a necessary precautionary measure to safeguard the 
source; the banking system, from which the immense sums of ‘new-money’ flowed 
which, in the main, made the fringe bank’s activities possible. During the first half of 
1971, £5,000,000,000 of newly created bank money came into existence. This was the 
equivalent of an expansion of 30 per cent of the yearly increase. Therefore, as in the past 
economic crises, the Bank of England, the lender of last resort, with the resources of the 
total community, prevented what could have developed into a far worse situation had 
it spread back to the source where it began, the joint stock banks. The unfolding story 
of the sacrifice of the producers of real wealth to the interests of the paper-money 
creators, is the recurring theme of modern times. The worst examples of our times being 
the Great Crash on Wall Street, the activities of the I.0.S., Investors Overseas Services, 
the great property boom of the 1970's, the October Crash of 1987, BCCI, and the 
ERM fiasco of 1993 — and the latest in a long line of similar failures — the crash of 2008. 
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1729.—The scandal of fictitious paper-money induced greater care on the part of 
the Bank of England. Their issue now is £6,119,000 against their ‘cash’ in hand of 
£2,314,000 and an obligation to redeem their notes in gold. Even so, this figure as 
William Paterson is said to have observed, that they had created £3,805,000 of ‘new- 
money out of nothing’ from which they drew interest payments. Although the gold 
obligation limited their money creating activities, the bankers still created enough to 
cause boom and slump conditions of cyclical periods every nine years, or so, which the 
economists refer to as ‘the Trade Cycle’ but which, as we shall see, is really the Credit- 
Cycle. 

In the American colonies the situation was quite different. Pennsylvania, New 
York, New Jersey, Delaware and Maryland had found that a controlled issue of paper- 
money as a means of exchange free of interest payments was proving successful in 
balancing the periods of recession and boom. Thus relieved of banker's interest, by 
issuing their own Colonial scrip/paper-money, the settlers prospered. When on a visit 
to England Benjamin Franklin explained this simple reason for their prosperity the 
bankers realized that pressure would have to be exerted to put a stop to this threat to 
their lucrative, and privileged monopoly — that of creating interest bearing paper-money. 
In 1764, Parliament declared the colonist’s bank-notes illegal and forbade them printing 
their own interest-free ‘Colonial Scrip’ paper-money. Thus they were compelled to 
replace them with English bank-notes which then forced them into a position of interest 
payments in perpetuity which led directly to the war of independence. Very soon 
unemployment developed and in 1768 Benjamin Franklin came to England and addressed 
the House of Commons. He explained what was happening, but was unable to alter the 
decision which had been taken. 

Once again the power of the bankers had prevailed. Furthermore, as our history 
books tell us the settlers were subjected to increased taxes by the English government, 
and worse, new taxes were introduced on imports. Finally, angered by these increasing 
fetters on their efforts to build a better system than the one they had left behind, they 
revolted. Tragically the British forces found themselves at war with their own kith and 
kin. In spite of the fact that it caused the loss of our North American colonies, the selfish 
struggle for the private control of the issue of money continued. In England the banker's 
paper-money creation, as this ‘history’ will show, was not to be seriously challenged 
again until the money creating excesses of the Napoleonic war. 

1763.—Saw a severe crisis, which forced the Government to pass an Act, which 
forbade banks to create more notes than they had bullion. This Act achieved the desired 
result monetary reformers never tire of pointing out, that not until the end of the 18th 
century the slumps and booms of the “Trade [Credit] Cycle’ practically disappear. Certainly 
Adam Smith when he wrote his great work The Wealth of Nations, seemed to be unaware 
(or turned a blind eye) to the phenomenon we know as the “Trade Cycle’ and the 
economic upheavals that flowed from unregulated bank created money. He saw true 
capitalism as the savings of individuals ploughed back into their businesses thus enabling 
them to achieve greater production of real wealth free of the money lender's interest 
demands. But he was fully aware of the dangers of bank created money and the temptation 
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to bankers to create too much of it because from newly created money, interest payments 
flowed and in his search for new borrowers he would be sure to attract the money 
manipulators. Just what this can mean and its inevitable consequences is well worth 
studying in Adam Smiths ‘An Inquiry Into The Nature And Causes Of The Wealth of 
Nations’, pp. 274-282, where he illustrates that by the use of bankers’ money business 
men can build a pyramid of paper instruments which serve as money, i.e., a demand 
on real wealth and the method he describes as the one known as ‘the practice of drawing 
and redrawing’ and, indeed, stands today after more than 200 years as a damning 
indictment of that which passes as capitalism. 

It is, therefore, no wonder that socialist reformers turned to Karl Marx and his 
identification of the plight of the workers with exploitation by the capitalist class will 
be seen in the following chronology: The abuse and misuse of money, the banking 
system with its privilege of creating ‘money out of nothing’ in partnership with the 
money manipulators are to erect increasingly complicated structures by which indebtedness 
is enlarged thus expanding the burden laid upon the producers of ‘real wealth’, i.e., true 
capitalism: from labour and savings, wages, incomes and profits. 

1797.—England abandons the restraint on the creation of paper money by the 
suspension of payments in gold and with this restraint of gold payments removed the 
bankers again flood the country with paper money. The Bank of England alone increased 
its note issue from £10,000,000 to £29,000,000. 

1810.—The Bullion Committee is set up following the letters to the Morning 
Chronicle and a series of pamphlets written by David Ricardo on the high price of 
bullion. Their principal findings were 

1. The value of notes used as currency depends on the quantity issued. 

2. That the quantity of notes would be regulated by and their value maintained 

if the notes were convertible into gold. 

But as the student of the misuse of money would expect, the Bank of England 
opposed these basic facts of the depreciation of the value of the currency, i.e., inflation. 
It is incredible the stupidity of the Bank of England spokesmen who made the following 
statement to the Bullion Committee in 1810: “that no extension of credit by the Bank of 
England against sound assets could have any affects on prices or exchange rates.” 

Even though, as Professor FB. W. Fetter observed: 


“Such a policy, seemed to offer the prospect of unlimited inflation”® 
and of which, Walter Bagehot wrote: 
“such views had become almost classical by their nonsense”? 


Classical nonsense indeed, but this is exactly what has been allowed to happen with 
increasing nonsense over the past 160 years or so, and never more so than in the 1970's 
and 80’s when faced with a disastrous inflation. But, as we shall find in spite of the 
efforts of David Ricardo and many others in the early 19th century to put an end to 
the stupid way in which the main part of the nation’s money-supply was brought into 
existence, it was allowed to remain in the hands of the men who still think in terms of 
this same “classical nonsense”. And so again, as we would expect, Parliament turned down 
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the Bullion Committee’s pin-pointing of the cause of the loss of value of the peoples 
saving’s and a denial to the producers of real wealth, their just share of that which they 
produced. The Bullion Committee's main findings 1 and 2 above which were to become 
the economist’s ‘quantity theory of money’ — and around this theory we find the 
economists of today in opposing camps over the question of the money-supply. 

1816-c.1821.—The Gold Standard Act, which did not come into use until 1821 
when bank-notes were again made convertible and during this period the Bank of 
England bought gold in readiness for the restoration of the Gold Standard. Here we find 
that Ricardo’s view was that to purchase gold would be inflationary and therefore it 
would be logical to sell gold which would reduce the note issue. Events in the first half 
of the 19th century proved the reformers to be right, but the Bank of England had its 
powerful protectors and the following ever worsening catalogue of the ‘misuse of money’ 
illustrates that whatever attempts have been made to control the money-supply the 
banks will always come out on top so long as they maintain their privilege of creating 
money. At about this time another disastrous development was taking place; the increasing 
power of the merchant-banker, i.e., merchants who had discovered that it was far more 
profitable to deal in paper instruments than in real wealth, i.e., consumable goods 
traded between the nations. The ‘true’ Bill of Exchange is backed by this real wealth and 
therefore is the international instrument which makes world trade possible in the same 
way that money within the State makes trade possible. But, as with money, we find the 
merchant bankers and financiers soon created further Bills of Exchange based on property 
— which carries the illusion of greater wealth. A study of the South Sea Bubble speculations 
and John Law's schemes in France will provide sufficient evidence to illustrate the fallacy 
of this type of wealth. One would have thought that, by now, man would have realised 
that real wealth cannot be created by the financier’s paper schemes, but alas this is not 
so, as witness the fantastic example of the I.0.S., Investors Overseas Services and many 
others of similar magnitude. 

It should be clear to the better informed (if not to the man in the street) that such 
‘paper-wealth’ schemes are doomed to failure for them, but not for the financiers for 
they nearly always seem to emerge the richer. W. S. Gilbert’s denouncement of the 
company promoter in his highly topical opera ‘Utopia Limited’, is scathing in its criticism 
of the new 19th century “Stock Company Act” and “Laws of Limited Liability” and 
contains witty lines about “Monumental loans to foreign thrones” by Rothschild and 
Baring. Yet the very people who continually fall victims to the illusion that wealth can 
be created from the financier’s paper instruments are those same people we entrust with 
affairs of government and business whether they are to be found at national or local 
level. We should not be surprised that the uninitiated are bewildered and deceived by 
the money manipulators be it in the field of mergers, take-over bids, property bonds, 
unit trusts, etc. In most of these paper-wealth schemes we find the ever-fertile mind of 
the merchant banker who discovered long ago that there was more money to be made 
dealing in and creating monetary instruments and derivatives than to remain merchants 
dealing in real wealth. 

1821-1825.—The Gold Standard restored bringing the inevitable depression and 
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collapse of prices. A severe financial crisis, the worst since the South Sea Bubble the 
result of increased issue of paper-money. Within one month, more than seventy banks 
stopped payments. Out of the panic there emerged the general belief that there was 
something very wrong with money and by now many reformers were taking the view 
that the explanation lay within the banking system and the over issue of ‘shady’ paper- 
money. 

It is at this point in our history of the causes of inflation that we get the first real 
attempts to tackle the problem of recurrent crises of speculation brought about by the 
lack of control over the issue of credit, i.e., paper-money. One could hardly claim that 
there was any control over the currency and the operations of banking during the 
previous 130 years. The Bullion Committee of 1810 could be said to be the starting 
point of the serious questioning of the banking system. One thing is certain that there 
can be no continued prosperity for the producers of real wealth until there is genuine 
stability in the level of prices and as the interest-rate is the true cost of money it must 
be kept in equilibrium with the nation’s annual production. The other causes that are 
overlooked neglect the fact that money does not come into existence until someone goes 
into debt at which point it is created and becomes a deposit in the borrower's account 
— but not before and that it is impossible for society to recover sufficient money to 
service its borrowings because the amount of money “allowed into circulation” is always 
insufficient to allow all debts to be redeemed at any one time. This Deficiency of 
Effective Demand is covered in a later chapter of this book — The Betrayal of Keynes, 
in which we will show that it is on the subject of interest rates that the whole of the 
case laid out in his General Theory of Employment, Interest and Money, rests. And 
unfortunately it is upon this all-important equation in the monetary problem that the 
authorities in the present inflationary crisis have acted contrary to what he advocated 
as being necessary for the stability of the price structure. From which can be seen that 
the great business crisis of 1825 was brought about through the failed operations of the 
Government — and the ‘Government’s Government’ otherwise known as the Bank of 
England. 

Their object when peace was established was to make money plentiful and cheap 
so that the tax scavenging from the public income might be eased. Thereby, through 
annuity conversions this objective was achieved, but if a fall in the interest rate had come 
about through natural causes it would, no doubt, not have been questioned. But what 
happened? The Bank of England forced new paper-money into existence and the 
circulation and extension of Bank issues, without doubt, brought much loss to many 
classes of the community than savings to the nation as a whole. Money was lent on the 
collateral of land (shades of Law’s debacle in France and the South Sea Bubble) and 
upon the deposit of stock. Liberal advances of credit were encouraged through the 
banking system with the result speculation was inevitable, business transactions multiplied, 
prices rose and the markets became flooded with foreign products and export was 
checked. Thus the huge quantity of Bills of Exchange in circulation compounded the 
evil. Between 1822 and 1825, the Bank had increased its circulation to the extent of 
£4,000,000. At the close of 1824 the bank reserve of bullion and coins stood at about 
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£10,000,000. By the following November the demand for specie (i.e., minted coin) had 
become so great that the reserves were reduced to £1,300,000 with the result, as always 
happens, that the Bank precipitated a crisis by reducing the amount in circulation by 
£3,500,000. Thus the confidence created by the inflationary effect of over-issue of 
paper-money collapsed. Paper-money issued by country bankers was returned in great 
quantities with the result that many failed, bringing with it acute distress to business. 
To alleviate the now critical situation it was now decided by the Bank of England to 
carry out a repeat performance of exactly the same measures that caused the crisis in the 
first place. Fantastic, indeed, but this is the sort of thing we shall find, time and time 
again, right up to our own days. To assist commerce and industry they loaned money 
upon almost every type of property. So that by the beginning of December 1825 Bank 
of England notes in circulation stood at about £17,500,000, but by the end of the 
month this had increased to over £25,000,000 and, such was the fear induced by the 
past panic that by the end of 1826 the currency was restored to that which appeared 
to be a sound condition. Parliament reacting to this great crisis of confidence in the 
banking system, among various measures, made provisions for the establishing of joint- 
stock banks which would also be banks of issue. Thus, as time has shown, a less likely 
method of ensuring control over the currency could not possibly have been devised. 

Realizing the implications of the power that joint-stock banks would acquire, it 
brought to the fore a plan for a State Bank, but the proposers of this plan to make the 
control of the money-supply the responsibility of Parliament, were defeated by the 
powerful forces in Parliament, and the strength of the City and finance in general. Thus 
within what is to be the ten-year trade-cycle of boom and slump, the over-issue of paper 
instruments raised the price level from 1833 to the middle of 1836 by an average of 35 
per cent. To this the Bank acted as it always does, by raising the bank-rate, in this case 
4 per cent to 5 per cent and by refusing a certain class of mercantile bill set in motion 
a fall in prices far more rapid than the rise that preceded it. Therefore, as during the 
18th century, the 19th century and up to our present predicament these great crises have 
always been monetary in nature — not economic. 

1833.—In 1833 the Bank of England’s notes were made legal tender, in other 
words they were the paper-money forerunners of that which the man-in-the-street today 
regards as paper-money and as such are taken on trust as being worth what the note says 
they are. Thus the State, i.e., the total community/population, guarantee the value of 
this ‘paper’ by their creditworthiness. It is upon this legal tender, ‘cash’ as we know it, 
that the banking system has been allowed to create approximately ten times more the 
amount of new money in the form of cheque money as loans and over drafts, 
euphemistically know as ‘eligible deposits’ upon which they charge interest. It is this 
privilege that monetary-reformers regard as unjustifiable, as these interest payments 
(profits for the private banker and his shareholders) which have been made through the 
credit-worthiness of the borrower or in the case of the government and local authorities 
the community, therefore, the increase should, strictly speaking, be credited to the 
Nation. As this is the source from which practically all periods of economic instability 
arise, man’s problems, therefore, are not economic as such, but monetary. All the experience 
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of inconvertibility of bank notes is that of all re-current monetary crises. And so, the 
case that this history of the causes of inflation seeks to establish is that there can be no 
hope of stability until the issue of the nation’s money supply becomes once again the 
sole responsibility of the State, through a Money Supply Authority set apart from the 
political arena somewhat in the same way as the judiciary, but rigorously scrutinized by 
Parliament and not hedged about by secrecy as it has been since the inception of the 
Bank of England and remains so to the present day. As previously mentioned all economists 
subscribe to the view that money is a measure of value and a store by which a demand 
on wealth can be held and, most importantly, the medium of exchange. It is, therefore, 
incredible that the authorities, with all the evidence they could marshal if they were 
serious about understanding why the economy is in a constant state of instability, will 
not take the necessary steps to safeguard these principles. Whilst money can still maintain 
its function as a medium of exchange during a period of excessive supply or contraction, 
its capacity to serve as a measure of value and a store of value will always be impaired 
bringing with it uncertainty and instability to the country’s economy that it would 
otherwise be able to avoid. 

1839.—A further banking crises brings to the fore, two contending schools of 
thought as to the reason for these frequently recurring crises, for in spite of the belief 
that the convertibility of 1821 would have solved the problems of the currency, it failed 
to do so for the simple reason that — as in the past and in the present — the root of the 
monetary problem lies in allowing the banks to create new money as a debt plus interest. 
The opposing schools became known as, the Currency School: Torrens and his supporters, 
and the Banking school; Tooke and his supporters. The Currency school argued that the 
banks’ notes should be controlled so that they would act in the same way as the coinage. 
The Banking school contended that money was coin only, and that their notes were only 
promises to pay. Also, that the regulation of their notes should fall within the province 
of the Bank of England. 

It is around this quantity theory argument that today’s debate on the money- 
supply rages, and in spite of the great efforts during the last century and a half by the 
“forgotten men” to show that bank-created money is not only promises to pay but is 
regarded and treated by the public as legal currency. The Currency school succeeded in 
getting its ideas incorporated into the Bank Act of 1844 but, as we shall see, this success 
was to be short lived as the bankers soon found a way round the control of the money 
supply and have been doing so ever since. 

In other words, what the Currency school was asking for was the control of notes 
issued by the bankers in the same manner as the 1763 Bullion Act had succeeded in 
doing. In simple language, they could only lend out money they actually possessed, not 
as the banking school wanted and achieved, the creation of new fictitious, ruinous 
money, based on a ten to one ratio of real money in their tills, i.c., legal currency issued 
on behalf of the people by the State. From this position it can be seen that the Currency 
school were almost at one with present-day advocates of monetary control, i.e., the 
Monetarists. But, as we will note, from the main theme running throughout this history, 
it was the failure of the Currency school during the great debate of the mid-19th 
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century to obtain a return to the State of its sole prerogative to issue the nation’s 
currency, which has prolonged the great problem to the present day. 

It was David Ricardo’s concern, in 1810, over the high price of bullion, that led 
to the setting up of the Bullion Committee, whose finding, that “the value of notes used 
as currency depends on the quantity used” formed the basis of the Currency school’s 
belief and that of today’s monetarist, Ricardo, developing these ideas formulated in his 
pamphlet ~ The High Price of Bullion, produced his great work — The Principles of 
Political Economy and Taxation! which appeared in 1817 to be followed by a second 
(1819) and a third in 1821 both revised by Ricardo. In his brilliant analysis of the results 
of taxation upon the economy he carried his thinking to the final conclusion and his 
verdict was that the creation of the nation’s money supply should be in the hands of the 
State: to re-quote Ricardo: 


“The advantage would always be in favour of the issuers of paper; and as the State 
represents the people, the people would have saved the tax if they, and not the bank, 
had issued this million”. 


Thus, he says: “I have now shown that the public would have a direct interest that 
the issuers should be the State, and not a company of merchants or bankers”. 

There then follows a plan as to how this should be done, which I am convinced, 
will eventually form the framework for the legislation necessary to carry out this long 
overdue reform. As a result of this diagnosis into the main cause of our monetary ills, 
a group of men led by Robert Torrent, M.P. campaigned for such legislation as they were 
convinced that the great economic distress of their time was solely the result of the 
“present monetary system”. Therefore, he said in a debate in Parliament (1833): 


“Unless our present system of currency were amended by the timely intervention of the 
Legislature, it would go on to occasion periodical and aggravate distress until in a 
national bankruptcy it find its euthanasia’. 


But these efforts were to fail as a result of the acceptance of Peel’s Bank Charter 
Act of 1844, which in the passing of time has proved, over and over again, to have been 
an unmitigated disaster for the British people. Peel has left on record his preference for 
Ricardo’s solution to this great problem, but the Bank of England proved, as always, 
before and since, to be far too strong and devious and so, with the passing of time the 
Nation has been subjected to ever greater monetary excesses. A hundred years later on, 
and again as the result of immense economic and monetary distress, this same debate 
was raised, but yet again to no avail. At the same time preparations for fighting the 
Second World War and undertaking post war reconstruction which, guided by Keynes, 
produced a period of near-full employment, which to all intents and purposes ended the 
debate and the search for true monetary stability. 

The obvious weakness in the Bank Charter Act was soon to reveal itself, which was, 
and still is, because the seat of authority for the control of the nation’s money-supply 
was to remain the responsibility of the private Bank of England and the Treasury 
dominated by men placed there to ensure that no reform will ever take place to challenge 
their interests. Therefore in spite of the high hopes of the sponsors the Act, it was to 
prove unable to “prevent monetary disorders”. 
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Thereafter the Bank of England became the banker's bank. Thus with the emergence 
of cheque-money, they again piled up enormous sums of credit. Within three years the 
Bank of England was again unable to redeem its notes and again had to be rescued by 
the Treasury by sacrificing the British people and their economy in order to save the 
banking system from itself —- which unfortunately, continues unchallenged to this day. 
Hence Lord Acton’s warning that: “the issue which has swept down the centuries and 
must be fought — sooner or later — is the people versus the banks.” 

It was the Currency school’s belief that the bank notes issued by the private bankers 
was to be so conducted by the Bank Charter Act that it would replace coinage, as for 
example in the settlement of large transactions between traders, but that it would not 
supplant it. In other words, the restriction laid upon the bankers by the 1763 Act that 
the equivalent amount of coinage, or bullion would always remain in their vaults ~ in 
that they would not be able to create new fictitious money through the issue of their 
notes — but as events were soon to show their hopes had been somewhat premature. 

The Bank Charter Act of 1844 laid down that the Bank of England was to operate 
as two separate sections — a Banking department, and an Issue department. It was this 
extraordinary arrangement that still bedevils attempts by government to control the 
money supply. The Banking section was to remain a private bank, and remained so until 
1946, when it was allegedly nationalised, but regrettably in name only, and was forbidden 
to issue bank notes. The Issue department became, in effect, an agent for the government 
and was to have the monopoly of bank notes issued in England. 

With this privilege the Act laid down that the Issue Department could issue up to 
£14,000,000 of its bank notes in excess of the Bank's gold reserve. A worse arrangement 
than this would be very difficult to imagine, for, stated in its most simple terms, a large 
private bank with the prestige of ‘England’ incorporated in its title, is now in the 
position to become the banker's bank, and through the fact of it becoming an agent of 
the Treasury, it was to become for the banking and financial system “the lifeboat lender 
of last resort” whereby the government — the State ~ the total community, guarantees 
the private, unaccountable Bank of England’s bank notes against the risks they are 
always prepared to take in maintaining the security of its own private network of banks 
and the banking system with all its inherent faults and its natural propensity to self 
destruct. 

Therefore, the fundamental improvement for Britain that David Ricardo had laid 
out in 1823 which would always be to “the advantage of the people” — that of setting 
up a National State Bank — to take over these functions was now even further away than 
ever as the events throughout this history clearly illustrate. This, therefore, was the 
lesson that the Currency school failed to learn along with their modern counterparts 
among 20th century monetarists, who have still to come to terms with it, and those 
currently being “trained” to continue these self serving errors into the next millennium. 

1844.—The Bank Charter Act — Peel’s solution to the problem of paper money 
— was designed to remove from the joint stock banks their power to issue paper money 
and although he preferred Ricardo’s plan for a State Bank he decided in favour of the 
above Act. This proved to be a fatal decision as this forced the banks to turn to cheque 
money [Lethal-Tender]. From this point the Bank of England became the bankers’ bank 
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and even though its notes were backed by gold in the hands of the bankers they formed 
the reserve on which they created new money by the use of the cheque system so. 
Instead of Peel’s bank charter limiting the bankers’ powers it increased them ten-fold, 
ie., the bankers soon discovered that a safe working rule was that they could create 
roughly £9,000 or so of new-money based on a deposit of £1,000. 

1847.—Within three years the Bank of England was in serious trouble again and 
was unable to redeem its notes in order to save the nation from another financial crisis. 
Therefore, the Treasury; the State — i.e., the people had to save an institution that was, 
and still is, based on a fallacy that their interest bearing paper money is real wealth. 

1857.—Yet another severe financial crisis. 

c.1860.—Added now to the unmitigated disaster that the Bank Charter of 1844 
had not foreseen (the creation of new money by cheque) the merchant bankers were 
now to discover a further diabolical instrument which, when married to the lucrative 
privilege of money creation, was to deprive generations of British people a fair share of 
the increasing wealth they had made possible through their great technical abilities and 
expertise. The manipulation of this device called “foreign investments” represent some 
of the worst examples of the power of the merchant-bankers who, for over a hundred 
years, through their representatives on the Court of the Bank of England, not only 
controlled the bank, but also dictated the economic affairs of the nation. This new 
discovery was that loans to a foreign country could be raised in London with ease by 
the inducement of a high rate of interest and it was not long before they found countries 
all over the world prepared to pay them high commissions for British funds that they 
could use to pay for British goods." 

This they did and vast quantities of goods were sent abroad; the results of hard- 
earned savings and labour of the wealth creating British people. For the reader to get 
an idea of the increased standard of living that was denied to generations of British 
people the writer would urge a re-reading of the introduction to this book. Loftus's 
indictment of this legalised robbery shows, in brief, how the British people supplied the 
money with which foreign governments bought British goods and, as we now know, 
thousands of millions of pounds of these loans were never re-paid. The British people 
being the losers of this vast quantity of real wealth just as surely as The Times put it ‘as 
if the goods were sent to sea and sunk in the Atlantic’. 

And so we find that this iniquitous system of exporting the nations ‘real wealth’ 
on credit continued unabated for the rest of the 19th century and up to the present 
time. Figures show that before The Great War (1914-18) roughly 50 per cent of British 
savings were invested abroad, while at the same time those who found employment 
through the export of the nation’s wealth on credit were approximately one in four of 
the population. 

Yet in spite of this continually fostered belief that this so-called exporting was good 
business we find that unemployment stood at 7 per cent for the last twenty-years of the 
19th century and was even higher during the first ten years of the 20th century. After 
the Great War, this monstrous illusion of exporting on credit to achieve a ‘favourable 
balance of trade’ was to continue and we find for the first ten years £858,000,000 of 
goods and services were shipped abroad to the detriment of the standard of living of the 
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British people. Thus, in spite of the lip service paid by economists to the teachings of 
Adam Smith and in this instance his attack on the mercantilist system, we see that 
instead of free trade, which he hoped would replace it, the nations have been saddled 
with a mercantilism far more rapacious than Smith could ever have visualized — described 
by some as Piratisation. 

Without doubt the last phase of this terrible travesty of ‘free-trade’ is today being 
played out for we read that apart from the appalling indebtedness of the third world, 
the capitalist system, which Marxism is dedicated to destroy, had loaned the former Iron 
Curtain countries the staggering sum of about £16,000,000,000 with which they were 
allowed to purchase Western technology in order to contribute to our own destruction, 

A perusal of a list of bankers who make up the syndicate that make such a situation 
possible will show where the real opposition to Mrs. Thatcher’s crusade to arouse the 
nation to the great threat that Russia presented to Western Europe came, not so much 
from the Left, but from the all-powerful international banking system who realise that 
nothing must be said to ‘upset’ Russia as they know that to turn the tap off would 
endanger the flow of interest payments and precipitate a collapse of Western Europe's 
currencies. 

Therefore, once again, it is seen that to export ‘real wealth’ without matching it 
with a ‘real-wealth’ import is to deny the nation the standard of living it has worked to 
achieve. Or as Adam Smith explained it — 


‘A trade which is forced by means of bounties and monopolies may be, and commonly 
are disadvantageous to the country in whose favour it is meant to be established”.”” 


Thus the nations are caught up in a deadly struggle of exporting more and more 
of their real wealth based upon a neo-mercantile system of ‘exporting on credit’, which 
means ever-increasing world indebtedness and, virtually one of perpetual interest payments. 
It is, therefore, in my view, the neglect on the part of economic thinking of the over- 
all importance of Keynes's findings that: 


‘the demand for capital is strictly limited in the sense that it would not be difficult to 
increase the stock of capital up to the point where its marginal efficiency had fallen to 
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a low figure”. 


but, as he saw it, this would lead to the 


“euthanasia of the rentier, and consequently, the euthanasia of the cumulative oppressive 
power of the capitalist to exploit the scarcity-value of capital.” 


Here we see, in essence, that Keynes's analysis of the fundamental fault, or flaw in 
our economic practice, is also that which Ricardo perceived when he stated, that “the 
people would save the tax (i.e., the interest payments) if they (the State) and not the 
banks (had) issued the new money. But how sad it is that Keynes failed to state quite 
clearly the difference between ‘true-capitalism’ (based on savings and profits) and ‘impostor- 
capitalism’ (built on baseless bank-created money), for although he saw ‘the rentier 
aspect of capitalism as a transitional phase’, he should have made it abundantly clear 
that with the demise of bank created debt, ‘true-capitalism’ would be released from the 
bondage of punitive interest payments. 
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1790-1865.—For a broad picture of the attempts by the various North American 
States to find a way of controlling their monetary systems after the War of Independence, 
I would recommend Norman Angell’s chapter — The American Experience in his Story 
of Money. As one would expect, the war had left a great legacy of debt. In 1790, 
Hamilton, the first Secretary of the Treasury, was asked by Congress what he considered 
to be necessary to establish the credit of the Republic. His recommendation was the 
establishment of a state bank similar in constitution to that of the Bank of England. 
This was accepted and the American Bank Charter Bill was passed by Congress in spite 
of opposition from Jefferson and his supporters who were opposed to any form of 
central control. 

The Charter was granted for twenty-years and during that period its notes were 
made legal tender and was successful in maintaining a sound currency, especially by 
refusing to accept notes from State banks if they were not convertible. This refusal 
brought resentment from the State banks which had increased to 88 in 1811 from 3 in 
1790. As Norman Angell says 


“The opposition that Hamilton encountered to the extension of control over banking has 
been met at all stages of banking history”. 


The renewal of the banking charter was defeated by the state banking forces by one 
vote in the House and by the casting vote of the Vice-President in the Senate. However, 
when war broke out in 1812 between the U.S.A. and the British, Congress made 
provision for an issue of $36,000,000 dollars in Treasury notes. The war ended in 1814, 
but during those two years “the whole country went bank crazy”. Depreciation was 
inevitable. Prices rose and people imagined they were becoming rich: the bankers paid 
high dividends and huge fortunes were made from speculation in money — (does this 
sound familiar?). 

In 1816, the Secretary of the Treasury introduced a plan for the creation of a new 
national bank and again those who considered that banking should be run by private 
enterprise opposed it. Thus the story is, as will be seen throughout this ‘history’, a 
catalogue of defeat for all attempts to exercise control over the money creating activities 
of private bankers, with the result that the country entered into another period of ‘wild- 
cat’ finance. When, as always, the inevitable collapse took place, the people blamed the 
banks, but failed to see that a national bank was their only safeguard against the excesses 
of the private bankers’s schemes. Andrew Jackson, who had opposed the formation of 
a national bank found out when he became President that he had to act against state 
banks when he found that they were paying depreciated (sub-prime) currency for land 
that the Federal government had sold to the public. 

And so, up to the Civil War, the paper-money bankers, in the main, experienced 
the good fortune they knew would be theirs after their success in destroying the national 
bank. However, the establishment of a national bank during the war was a blow to their 
paper issuing propensities, but they were determined that when the war was ended, as 
Norman Angell puts it, “their monetary heresy should become the law of the land”, and 
what a heresy! When the war started the currency was in a terrible state with 7,000 types 
of notes in circulation and 5,000 counterfeit issues. To finance the war the government 
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in 1862 issued bills unsupported by specie/coin and these were made legal tender for 
all debts. These were the famous ‘Greenbacks’ and by 1864 $431,000,000 dollars had 
been issued. For the monetary reformer, these ‘greenbacks’ provide very important evidence 
in their argument, for they represent money issued free of interest charges. In other 
words if they had been issued by the private banker they would have carried interest 
charges and taxes would be needed to recover the interest from society. 

When the war ended, agitation was stirred up to have these interest-free bank notes 
withdrawn from circulation, but it met with such opposition that in 1866 Congress 
passed a law suspending any further reduction in the volume of ‘greenbacks’. This figure 
was $346,000,000 dollars and remained so for about five years. Legal tender had evidently 
come to stay. However, the struggle for their abolition continued for the next twelve 
years and in 1880 Congress ordered that there be no further destruction of these 
‘greenbacks’. 

Thus, legal tender notes to the amount of $346,681,000 dollars are still in circulation 
today. We see, therefore, that if these notes been issued by the private banking system 
it is computed that the American taxpayer would have by now paid the bankers over 
$1,000,000,000 dollars in compound interest and would still owe the original 
$346,681,000 dollars to the bankers. Could it be, I wonder, that Lincoln and his 
supporters had read David Ricardo’s ‘Principles of Political Economy and Taxation’ and 
saw the truth of his great precept that “the people would have saved the tax if they, and 
not the banks had issued the money”? We shall note that Keynes's solution to this same 
problem was a “somewhat socialisation of credit” and that during the period 1932 to 
1952 the bank-rate was pegged at 2 per cent trade prospered, but when interest rates 
were allowed to go free our present economic troubles commenced. In these illustrations 
we see just why it is that the world economy grinds to a halt when it becomes over- 
burdened with fictitious bank money. And so, the tragic story of bank created money 
continued and the bankers proliferated in vast numbers, in spite of the thousands of 
examples of the fraudulence of their paper money. After The Great Crash on Wall Street 
in 1929, and the terrible events that followed, one would have thought that governments 
would never again allow the banking system to endanger world peace by their debt 
creating activities. 

But as most people are now aware, this was not to be and the nations both debtor 
and so-called, creditor, are victims of insupportable debt, which is sapping the nations’ 
efforts to better the conditions of their people. The only hope is a return to the 
appropriate solution to the problem which Abraham Lincoln found necessary and that 
which David Ricardo had shown to be necessary, that the nation’s money supply should 
be the sole responsibility of the State. 

1866.—Another financial crisis; note the 9-10 year cycle, and in this, as in 1847 
and 1857, the Bank of England was saved from the suspension of convertibility by the 
government promising a Bill of indemnity allowing banks to lend in excess of their base 
of fiduciary issue, i.e., their depositors’ cash base. Put another way, the bankers enjoy 
the privilege of creating and lending money they do not possess and, having created too 
much, when their paper illusions come home to roost, the nation has to save them from 
their folly. This great crisis was brought about (as are most throughout our ‘history of 
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the cause of inflation and deflation’) by the banking system granting loans to monetary 
institutions who in turn, loan it on at higher rates of interest on long term bills mainly 
by debentures on railways and infrastructure projects which remained unfinished which 
had at this particular period caught the speculators’ imagination as we shall see happened 
in the great property boom of the late 1960's. 

Thus the failure of Overend, Gurney and Co., in the 19th century, could have led 
to greater repercussions, but the banks with connections with this failed firm, provided 
further funds to stop the panic that ensued as the depositors clamoured for the return 
of their money. To assist the banks, the Bank of England provided in the region of 
£4,000,000, twice as much as they had provided on previous occasions when faced with 
similar situations, but, as will be noted this protection of the banking system by the 
Bank of England, i.e., the credit- worthiness of the total community guaranteed by the 
Treasury, is to fall into the category of ‘chicken feed’ compared with the immense sums 
put up by the banking system backed by the Bank of England in their so-called ‘lifeboat’ 
operations to save the sinking fringe banks in the early 1970’s and again in the summer 
of 1991. See The Guardian, March 26, 1993. 

For a more detailed study of these banking crises the chapter on Karl Marx will 
show how, in my view, Marx when studying this issue during his long illness found there 
was a conflict of interest between the “money-capitalist” and the “industrial-capitalist”. 
I have no doubt that Marx realized by then that the form of capitalism he should have 
indicted was the money-creating variety, the ‘impostor-capitalism’ of the banking system. 
Instead, and in spite of all the evidence he had assembled, he insisted on including ‘true- 
industrious-capitalism’ based on the savings, profits and wages, made possible through 
the production of real-wealth by employers and workers. The tragedy for mankind is 
that he ignored these findings as they would have destroyed the foundations on which 
he laid his argument for the establishment of the proletariat of the people to which he 
had already committed himself in the first volume of Das Kapital. As with the warnings 
for many years prior to the Second World War raised by a minority of “War Mongers’, 
so during the years leading up to The Great War the warnings of the growing strength 
of Germany’s military forces were, in the main, ignored. Now for the third time in my 
life (1993) the threat of war is again treated in somewhat the same manner. 

However, as this ‘history’ is a record of the cause of inflation, we return to the 
monetary scene at the outbreak of war. In a crisis of the magnitude of a major war, such 
as World War I, the government was obviously compelled to intervene to save the banks 
in 1914 in order to steady the confidence of the nation. What is unforgivable in this 
instance, as in the past through to the present time, the government through the Bank 
of England uses the nation’s creditworthiness, i.e., the potential wealth creating capability 
of the nation to save the banking system. It is not by accident that the first duty laid 
down for the armed forces at the outbreak of war is to defend the Bank of England - 
not the Monarch or the ‘elected’ government.!° 

As with most great crises, the outbreak of war brought panic and by August 1 the 
bank rate was raised from 3 per cent to 10 per cent. Thus as in so many cases of crisis 
conditions throughout our banking history, profligate banks were saved by the nation's 
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credit, whereas everybody else in such a situation would be made bankrupt. As Arthur 
Kitson described it in his —- A Fraudulent Standard: 


“The bankers in their own selfish interests for the sole purpose of profits are permitted 
to risk the public money to any extent, with the certain knowledge that if they overtraded’ 
and got into deep water, the Government is bound to save them! In fact our joint stock 
banks are now so powerful they are in the position of demanding the Governments 
support whenever they need it. So whilst the public is compelled to take all the risks, 
the banks are permitted to take all the profits’.'® 


On this occasion, the Treasury notes were issued free by John Bradbury to the 
banking system in lieu of gold sovereigns proving once again, as it had done throughout 
our modern monetary history that the illusion that their paper-money was based upon 
the promise to pay gold always came to grief in a crisis simply because they had nothing 
like enough gold to support their worthless paper. This is why the bulk of bank created 
money is fraudulent and whether issued in the form of Treasury notes as this instance, 
or any other form of government debt, it represents an abuse of the nation’s credit. 

1870 (USA).—Again for a concise description of the struggle that continued in the 
United States of America up to the formation of the Federal Reserve Bank between the 
advocates of ‘greenbacks’ and the supporters of free-enterprise banking J again recommend 
Norman Angell’s Story of Money. The fallacy of trying to stabilize a nation’s currency 
upon the principles of a precious metal coinage is clearly demonstrated. For the remainder 
of the 19th century into the 20th century the problem of a stable currency eluded the 
authorities. Slumps and booms continued and in 1893 a severe collapse occurred. Trade 
and industry was utterly disorganized throughout the country. And so, the crisis continued 
and by 1906 a reform of the banking system was being urged, but the panic of 1907 
became the catastrophe which provoked action. The previous year had witnessed a wild 
speculation. State banks and trust companies proliferated in large numbers and few of 
them had adequate reserves with the result that the failure of the Knickerbocker Trust 
Company in October 1907 precipitated a widespread liquidation. In January 1908, 
2,000 firms in New York became insolvent. By 1913, the Federal Reserve Board was 
inaugurated and with it the hopes that: “the currency and bank reforms would combine 
the principles of greater social control with sufficient amount of decentralization to 
prevent any single financial group from getting too much power”. 

As we have already noted, the Bank of England became the bankers’ bank and the 
newly founded Federal Reserve Board became the same. In other words, the private 
bankers were now given security through the nation’s total wealth as controlled by the 
government through this new Central Bank. However, in spite of every safeguard 
incorporated into this new institution it was unable to prevent the worst monetary 
excesses in history which brought about the collapse on Wall Street and the world-wide 
Great Depression. For the fantastic story of the power of bankers, F J. Irsigler’s book 
‘Who Makes Our Money is an important contribution in this struggle to alert the people 
to the dangers for the survival of our democratic way of life. In it he quotes from a book 
by Martin A. Larson: 
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‘The Federal Reserve and Our Manipulated Dollar’. 


“The Federal Reserve Act conferred upon a group of anonymous financiers the power 
to strangle our economy, exploit our citizens at will, and load our taxpayers with vast 
and perpetual debt.” 


Larson explains that “the U.S.A. member banks of the Federal Reserve give the 
American government chequebook book credit, that is money created through fractional 
reserve banking that has no physical existence and gets bonds in exchange. The Federal 
Reserve buys these bonds with freshly printed paper dollars. In other words the Federal 
Reserve and its member banks obtain bonds on which tax-payers have to pay interest 
in perpetuity in exchange for paper-money created by a simple book entry or the 
printing press”. 

The United States Department of Engraving provides all dollar notes from $1 to 
$1,000, and upwards, for which it charges the Federal Reserve Board 2.5 cents each 
regardless of the notes’ face value. This, the reader will see, is that which also happens 
in the United Kingdom. The great deception of the American people is that the American 
Constitution states quite clearly that the creation of money is the sole prerogative of 
Congress. There is no doubt in my mind that the bankers succeeded in gaining control 
of the nation’s money-supply by the subterfuge of the creation of the Federal Reserve 
Board. Frank Vanderlip, who represented Rockefeller at the secret meeting on Jekyl 
Island had this to say about his part of the conspiracy in his memoirs: 


“Despite my views about the value to society of greater publicity for the affairs of 
corporations, there was an occasion, near the close of 1910, when I was as secretive - 
indeed as furtive — as any conspirator... do not feel it is any exaggeration to speak of 
our secret expedition to Jekyl Island as the occasion of the actual conception of what 
eventually became the Federal Reserve System’.”” 


Louis. Mcfadden who for twelve years was Chairman of the House Banking and 
Currency Committee said in his book Indictment of the Federal Reserve System: 


“Every effort has been made by the Fed to conceal its power”. 


Whar then is this power? 

(1) The Federal Reserve Bank is a private profit making institution run on behalf 
of the member banks and their shareholders. 

(2) The United States national debt is owed to a private banking monopoly — 
The Federal Reserve Board. Therefore, the interest charges on the national 
debt are a tax on the nation. To service this vast debt in 1983 $115,000 
million dollars was paid in tax to ‘A’ class bondholders of the Federal Reserve 
System. [raised by H. Ross Perrot during the 1993 U.S. Presidential elections] 

(3) That an enquiry is in progress to identify these ‘A’ class bond holders. When 
the result of this enquiry becomes known it will be seen just where the real 
power lies and why, in spite of man’s great technological advances increasing 
world indebtedness to the banking system impedes the flow of real wealth 
between the nations. 
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Therefore, the message of this ‘history’ is that, if our democratic system is capable 
of meeting this threat to the survival of true-natural-capitalism, then a change will be 
forced by revolution with all the misery and upheaval this would entail throughout the 
world. 

1890 (UK).—Baring Brothers, the Merchant-Bankers in serious difficulties again 
as the result of the vast amounts loaned to the Argentine. To prevent their suspension 
of payments stock would have to be sold at a great loss. The Bank of England realising 
the great difficulties with which Barings were faced agreed to advance capital to save the 
City from commercial calamity which would have been worse than that experienced in 
1866. Rothschild’s and other bankers subscribed £17,000,000 as security to the Bank 
of England. As one would expect this they would do to prevent a panic, which could 
have led to great problems for themselves. Once again the Treasury alerted to the 
consequences of a possible disaster told the Bank of England that the Bank Charter Act 
would be suspended if needed. As did Lloyd George in 1914 when he issued £500m 
in these Treasury notes ~ known as Bradburys — after John Bradbury who was then 
Secretary to the Treasury. 


i Ulese Notes are pret po Sender 
for a pryment fang amount, 





A.D.1914.—The declaration of War brought the suspension of the Gold Standard 
to be replaced by the issue of £500 million Treasury notes. By an Act of Parliament the 
banks were allowed to acquire up to a maximum of twenty per cent of their liabilities. 
But very soon this limit was overlooked and the banks were allowed to obtain as many 
as they liked by using their bank credit. These purchases of Treasury Notes were then 
used as the base for the further creation of ‘eligible deposits’. And so the Government, 
to avoid additional punitive taxation of the people, borrowed heavily from the banks. 
The money thus borrowed by the Government was paid out in wages and goods, etc., 
finally found its way back to the banks, who then set to work to inflate this new cash 
base into a further supply of “money out of nothing” up to a ratio of approximately five 
to one. The result of this fantastic money creation privilege was inevitable, che war 
ended with the banks richer by £360,000,000 of Government securities and their loans 
had risen from £540,000,000 to £1,263,000,000, for which the nation is now saddled 
with the vast annual tribute in interest payments. 

We entered World War I with the National Debt standing at near £700,000,000 
mainly the result of bank borrowings for the Napoleonic War and a long series of wars 
during the 19th century and emerged with the debt now inflated to the incredible sum 
of well over £6,000 million, as the result of bank created money for which the nation 
is now forced to pay perpetual interest payments in the guise of taxation. This would 
not have occurred if Bradbury type treasury notes had been used instead. 
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Throughout the war Britain had been able to peg the Sterling exchange rate at 
$4.76 dollars and the result of her overseas securities and being in the position to ship 
gold to the United States enabled Britain to borrow from the American bankers. This 
control fell within the domain of the City of London guided and protected by the Bank 
of England, which by the end of the 19th century had succeeded through its policy of 
‘exporting on credit’ to enmesh industry in its activities and so, by the formation of 
joint-stock banks in 1844 the entry into “The City’ by the sons of the landowners and 
their contact with the bankers united them in the defence of an economic system that 
remains the barrier to the overriding necessity of injecting vast quantities of money into 
the restructuring of our nation’s capital equipment if we are to survive as an industrial 
nation. 

As we have seen above, the system of exporting on credit masquerading as free- 
trade still continues right up to the present day with its ever-increasing threat to the 
survival of ‘true-natural capitalism’. The control of world finance through devices like 
the gold standard (or its modern equivalent, the equally failed E.R.M) had made the 
Bank of England and the City, in spite of the belief in the sovereign power of Parliament, 
the virtual controllers of the nation’s money. 

When the Treasury wanted to use their Bills to enable them to meet the cost of 
the war it was resisted by the Bank of England who condemned the move as it would 
have represented the issue of money by the State free of interest payments. In other 
words, it represented the banker's greatest fear — competition, from their bogey-man 
David Ricardo and his State Bank, and as we have just seen, for the same reason, 
Abraham Lincoln's ‘greenbacks’ were hated by the private bankers of America. The Bank, 
as always, had its own way, and huge demands for money to finance the war were raised 
by the Bank of England for the government. We now know that the Governor of the 
Bank, Lord Cunliffe, was continually in disagreement with the Chancellor of the 
Exchequer, Bonar Law, as to how this money should be raised and spent. The following 
illustration of this power of the City shows how it is and has always been in conflict 
with the sovereignty of Parliament. 

1917.—In 1917, the government decided to raise a £600,000,000 war loan and 
Cunliffe wanted this issue to carry a 6 p.c. interest rate. However, in this particular 
instance the Treasury overruled the Bank and the sum of £700,000,000 was raised at 
5 p.c. but, and this is the point, the Chancellor forced the Governor's hand by threatening 
that he would raise the loan through the joint stock banks. Question — should the Bank 
of England acting on behalf of the interests of the City be in such a position to dictate 
the nation’s monetary needs? A further example of this ‘power of the City’. Cunliffe 
became increasingly infuriated at the Treasury's borrowing from U.S. sources and instructed 
the Canadian government that no more gold, which had been shipped to Canada for 
safety, was to be used by the Treasury. Apparently he had over-exposed the Bank’s 
powerful position and was relieved of its Governorship. This was done according to his 
successor, Montagu Norman, on the grounds that he was insane. In the light of subsequent 
events Norman should also have had his sanity questioned. Thus, as we shall see later, 
the virtually secret power wielded by City institutions ensured that the man most likely 
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to carry out their plans was elected to this vital position of controlling the nation’s 
economy through the supply of its money. 

1920.—In 1920, Montagu Norman was installed as the Governor of the Bank of 
England and he was soon to show that he was as determined as was his predecessor to 
maintain the influence of the City in its belief that investment and loans abroad were 
more beneficial to the country than national investment. Therefore, the return gold 
standard he believed was essential for Britain’s financial strength. This was of course just 
what the City wanted. Thus in the interests of the City, Sterling was hoisted to a value 
above its floating level in spite of the fact that even at this low level British exports were 
decreasing. His insistence that the repayments of British war debts with the U.S. which 
amounted to £900,000,000 meant the loss of gold reserves and as we shall see this 
helped to fuel the great speculative fever that swept America made possible by bank 
created loans. Further shipments of gold by European speculators flowed in anxious to 
invest in the boom on Wall Street, which further exacerbated the situation and with the 
devastating collapse which threw the whole world into the Great Depression. 

Thus Norman's objective was achieved. This transfer of wealth in tremendous 
proportions to the rich, meant unemployment and further deterioration of British industry. 
Gradually as the result of foreign deposits in Britain the banks were enabled to create 
new money at the ratio of ten-times the cash they held. This, as always, led to an 
inflationary push and Montagu Norman resorted to the banker’s cure-all — higher 
interest rates. As we are all so painfully aware at the present time (1993) the nation is 
once again being subjected to precisely the same treatment in spite of the fact that it 
produced the breakdown of world trade in 1930 and instability in Europe which led 
inevitably to another great war so accurately predicted by Silvio Gessel in 1918 and for 
the reasons he predicted. 

John Maynard Keynes, as we shall note in his tract on Monetary Reform, warned 
that a return to the gold standard would be against the interests of the nation and 
through the ten years of national decline, as the result of this disastrous decision, his 
observations led him to write his great work — Employment, Interest and Money in which 
he showed quite clearly that interest rates are central to the problem of investment. In 
Chapter 10 of this ‘history’, I present the monetary reformer’s case as to why he has been 
betrayed. 

1925.—As in 1821 the demand for the return of the Gold Standard brought with 
it the inevitable collapse of prices leading on to the Great Economic Depression. John 
Maynard Keynes writing in 1933 in his Tract on Monetary Reform warned the nation of 
the disastrous consequences of permitting this same folly after The Great War, but to 
no avail as the financiers finally persuaded Churchill (then Chancellor of the Exchequer) 
that in the name of ‘sound finance’ the return to the Gold Standard was absolutely 
necessary and, as Keynes foresaw, the drain of gold from Britain soon got under way and 
in 1931 the approaching exhaustion of our gold reserves forced Britain off the Gold 
Standard {much like it was forced out of the Exchange Rate Mechanism in 1993). 
According to Hansard Vol. 264, April 21, 1932, Churchill had this to say about following 
the advice of the so called “experts”, 
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“When I was moved by many arguments and forces in 1925 to return to the Gold 
Standard I was assured by the highest experts...That we were anchoring ourselves to 
reality and stability; and I accepted their advice. I take for myself and my colleagues 
of other days whatever degree of blame and burden there may be for having accepted 
their advice. But, what has happened? We have had no reality, no stability. The price 
of gold has suddenly risen since by more than 70 per cent. That is as if a 12 inch rule 
had suddenly stretched to 19 or 20 inches, as if the pound Avoirdupois has suddenly 
become 23 or 24 ounces. Look at what this has meant to everybody who has been 
compelled to execute their contracts upon this irrationally enhanced scale. Look at the 
gross unfairness of such distortion to all producers of new wealth, and look at the 
enormously increased volume of commodities which have to be created to pay off the 
same mortgage debt or loans. Minor fluctuations might well be ignored, but I say quite 
seriously that this monetary convolution has now reached such a pitch where I am 
persuaded that the producers of new wealth will not tolerate indefinitely so hideous an 


oppression’. 


For a survey of the complete paralysis that seized our administrators the writer 
would urge the reader to study Robert Skidelsky’s book — Politicians and The Slump.'8 
One of the handful of politicians, who saw that an entirely new approach was necessary 
to break the economic deadlock that the nation was in was Sir Oswald Mosley. His 
beliefs as to the complexities of modern industrial states led inevitably to the identification 
of his ideas with concept of the corporate state!? and the acceptance of the term 
‘Fascism’ as the name for this modern movement. The horrors and destruction of the 
Second World War would ensure that for a long time after its conclusion little more 
would be heard in Britain of this attempt to bring the trade union movement and 
industry into partnership with the State in its decision making. 

After two unsuccessful attempts to control the trade unions and bring them ‘within 
the law’, Labour's, in place of strife, and the Tories, Industrial-Relations Act, Edward 
Heath tried the corporate state approach in the long drawn-out Downing Street talks 
(November 1972) in the government's efforts to avoid a compulsory prices and incomes 
freeze. There is no doubt in my mind that eventually a genuine partnership of state, 
industry and the trade-union movement is the only possible way forward for the 
development of a truly democratic way of life. To fight it out must lead to some form 
of dictatorship. But if this new approach is to succeed the whole concept of the creation 
and control of money and near-monetary instruments must become the concern of 
Parliament and not private enterprise otherwise the hopes of success for such a partnership 
will fail as all efforts in the past have failed to build a true democracy. Hence, Keynes 
insistence on a “somewhat socialization of credit”. 

Britain by its action in returning to the Gold Standard fixed the rate of exchange 
of the pound to $4.86 dollars. This made the value too high relative to the internal wage 
rate and costs, and thus to price levels. As a result of which, this new fixed value of the 
pound could only be maintained if wages and costs were reduced, i.e., lower price levels 
than those of our foreign competitors. However, to achieve this the exchange rate of the 
pound would have to be lowered. Instead the authorities for six long terrible years kept 
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the pound at this ruinously high rate by raising the levels of the rate of interest to attract 
foreign money. Thus the policy of high interest rates discouraged internal investment, 
thereby leading to an economic downturn and inevitable unemployment. The tragic 
legacy of the suffering endured by the working classes brought bitter hostility voiced 
through the trade unions, which remains with us to this day. If it were possible to find 
excuses for that terrible blunder it is, for me, beyond comprehension that, in spite of 
nature's bounty of North Sea oil, the authorities are re-enacting almost to the letter the 
identical policy with all the disastrous consequences for British industry as it brought 
back then. But, as in the six years following the fixing of the ruinously high exchange 
rate and with it che run down of British industry, we find that the lesson of the damage 
that over-valuation can inflict has not been learnt. Therefore, the lesson of that terrible 
period of the late 1920's and its aftermath is that, an over-valued exchange rate will 
inevitably bring about a severe economic depression. 

Having seen the damage done to British industry by overvaluation the authorities, 
after being forced off the Gold Standard and the ruinous exchange rate, set up a 
monetary expedient which was to have a long existence, ending in 1980 with its abolition 
by the Conservative govemment. This new attempt to control the exchange-rate was 
known as the Exchange Equalisation Account and, as usual, the British public footed 
the bill. The initial borrowing was £150,000,000 increased the next year to £350,00,000. 
Yet these huge sums of money were powerless to prevent the fall of the pound, therefore, 
as with all previous expedients it cost the British people enormous quantities of ‘real- 
wealth’ to maintain the fiction of fixed exchange rates. Thus we find now, as then, that 
the prestige of the City of London and its financial interests take precedence over 
everyone and everything else, especially those involved in the vast business of overseas 
lending and global exchange trading, currently running at some $880,000,000,000, per- 
day, 30 per cent of which, according to The Guardian, April 1, 1993, is controlled and 
conducted by The City of London: an operation which is foolishly safeguarded at the 
cost of increasing unemployment at home and the inability of British industry to 
compete in world markets as high interest rates make investment in new capital equipment 
impossible and the high exchange rate (its natural corollary) makes exporting more and 
more hazardous; with even home markets being lost to home produced goods and 
production, as cheaper imports flood in taking advantage of favourable exchange rates. 
The recent coal dispute is a classic example of The City determining the price of 
everything, regardless of its cost, benefit or value to society. The majority of these ill- 
conceived monetary expedients and the greater problems they bring about could, in the 
main, be swept away, if the nation’s leaders could learn the lesson that Adam Smith 
demonstrated so clearly which was again re-stated by Keynes in his General Theory 
(p. 383) that : 

“Trade would then become a willing and unimpeded exchange of goods and services in 


conditions of mutual exchange”. 


1927.—A period of great activity begins on the part of a number of men prominent 
in economics and politics through the efforts of a group of Cambridge economists of 
whom John Maynard Keynes exerted a leading role to formulate policies to meet the 
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challenge of Britain's rapidly declining industrial position. The publication in 1928 of 
their findings in the report — Britains Industrial Future, better known as The Liberal 
‘Yellow Book’ were to be finalised by Keynes in 1936 in his great work — The General 
Theory of Employment, Interest and Money. \t was to change drastically the position of 
the State and the part it was to play in the nation’s economic and political well-being. 
But, as we shall also see later on in this ‘history’, Keynes’s solution to the riddle of 
unemployment was only partially implemented and has, therefore, led to a situation of 
inflation with unemployment for which the advocates of laissez-faire (Less-Than-Faire) 
seek to make him responsible. Hence chapter 10 in this ‘history’ is entitled The Betrayal 
of Keynes. 

1929.—The Great Crash on Wall Street. Again the sorry story of the gullibility 
and stupidity which from time to time draws numbers of people into a dream-world of 
riches without effort. Here as with most of man’s economic problems the economists 
have produced an enormous range of explanations. (For a summary of this thinking 
refer to chapter 10 of J.K. Galbraith’s The Great Crash on Wall Street). The view of the 
monetary reformer is that this great calamity was mainly the result of bank created 
money which encouraged people to borrow for speculative purposes and the structures 
rapidly erected by the financiers to meet the demand. 


“The machinery by which Wall Street separates the opportunity to speculate from the 
unwanted returns and burdens of ownership is ingenious, precise and almost beautiful. 
Banks supply the funds to the brokers, brokers to the customers, and the collateral goes 
back to the banks in a smooth and all but automatic flow.” 


1930.—The beginning of the Great Depression with unemployment in Britain 
approaching the three million mark. A vast library of books has been written as to the 
cause, but there is no real mystery as to why the country found itself in this terrible 
plight. It is that which we face again today; the burden of interest payments on bank 
created money. 

Whichever way the interest payments were made either direct to the banks or by 
government taxation, which is also returned to the banking system the nation, in the 
main, the vast majority of wage and salary earners had this much less to spend and so 
factories closed down in increasing numbers. The banks with their vast interest payments 
flowing in could think of very little to solve the unemployment problem other than to 
build for themselves grandiose banks in the style of the Renaissance period at the very 
time places of beneficial production — that of real wealth —- were closing down or 
deteriorating for the want of capital. As Sic Oswald Mosley asked in his speech on the 
reasons for his resignation from the Government (Chancellor of the Duchy of Lancaster, 
1929-30) and his penetrating diagnosis of the great problems of the country’s economic 
decline, he made the following salient points and like him or hate him they stand as 
valid today as they did when he issued them over sixty years ago from the time of 
writing. 

“We must always, of course, export sufficient to buy our essential food-stuffs and raw 

materials, but we need not export enough to build up a favourable trade balance for 

foreign investment of £100,000,000 a year, or to pay for the import of the so many 
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manufactured luxury articles as today come into this country. We have to get away from 
the belief that the only criterion of Britain's prosperity is how many goods can we send 
abroad for foreigners to consume.” 


“\. the attempts to deal with unemployment by intensification of the export trade is 
doomed to failure, and the belief that it can be done is a dangerous delusion which 
diverts the mind of the country from the problems which should be really considered.” 
“What machine today is undertaking the great work of reorganizing industry? Not 
the Government at all, but the banks...but the co-operation between the Government 
and banks is a very different thing from abdication by the Government in favour 
of the banks and we are perilously near that point”. 


“I make the submission that the banking machinery of this country is not equipped for 
the task of reorganizing our industrial markets”. 


It should be noted that between the wars the great debate was that of rationalization 
of industry, i.e., deflation (unemployment) or, as we would say today of the identical 
crisis of British industry; monetarism. Of which Mosley had this to say:- 


“.. by the simple process of deflation to make all industrial investments unprofitable, 
and drive your investor into government securities because he has no other profitable 


outlet. But there may be another effect of that policy; that money goes abroad”. 


Who would deny today as I write this (in 1993) that the same thing is not 
happening? Mosley went on to quote the President of the Board of Trade of the 14th 
May. 

“During the last fortnight alone £16,000,000 of new capital has been authorized or 

raised for overseas investment, and I trust the process will continue’. 


To which Mosley posed the following question which pinpoints the fallacy of 
exporting the nation’s wealth on credit. 


“Why is it so right and proper and desirable that capital should go overseas to equip 

factories to compete against us, to build roads and railways in the Argentine or in 

Timbuktu, to provide employment for people in those countries while it is supposed to 

shake the whole base of our financial strength if anyone dares to suggest the raising of 

money by the Government of this country to provide employment for the people of this 
country?” 

Therefore, we find Mosley’s reasons for the condemnation of the ‘fetish of the 
export trade’ as shown under the following four headings are also those that Loftus 
arrived at in his book — ‘A Main Cause of Unemployment’. 

(1) Rapid industrialization of undeveloped countries behind tariffs had virtually 
destroyed our basic export industries. 

(2) To attempt to recoup these losses by development of more specialised industries 
were ultimately doomed to failure as scientific development had destroyed 
the free-trade argument for specialisation. What one country produced today 
another produced tomorrow. 

(3) Therefore in trying to secure a surplus on the balance of payments in order 


A CHRONOLOGICAL OUTLINE OF THE MISUSE OF MONEY 101 


to export capital to enable other countries to industrialize more rapidly was 
foolish. 

(4) All that is necessary is to export sufficient to buy our essential materials and 
foodstuffs. 

With the economic crisis rapidly mounting and with no solution to the problem 
but that of stringent economy cuts, as recommended by the May Committee's report 
and accepted by Macdonald, Snowden and others in the cabinet, supported by the 
Liberals and Tories, the scene was set for the eventual formation of a National Government 
and the opposition to it, by the majority of the Labour Party and the T.U.C., united 
around the determination to resist a 10 per cent cut in unemployment benefits. 

To study the political approach during the year 1931, the year that led to the 
formation of the National Government, I would recommend the book published by The 
Times Books in 1975 of extracts from The Times newspaper covering this great crisis.7! 
As I have pointed out above, Sir Oswald Mosley was seen to be one of the few who 
could see that an entirely new approach to the problem of unemployment was absolutely 
necessary. Among his many recommendations for economic reconstruction the most 
important, I would suggest, was the creation of a National Investment Board to mobilize 
our capital resources and a new policy in regard to our currency problems with the 
maintenance of a stable internal price level to which everything else must be subordinated. 
In his plan are those which Keynes incorporated with his ideas which he published four 
years later in his great work - The General Theory of Employment, Interest and Money. 

1931.—The Committee on Finance and Industry made its report and was presented 
to Parliament by the Financial Secretary to the Treasury in June 1931. It is better known 
as the Macmillan Report after its chairman The Rt. Hon. M.P. Macmillan. K.C. This 
report, in my view, is much more revealing as to the position occupied by the banking 
system and the major part it plays in the economy than its successor the Radcliffe 
Report of 1959. 

I consider, therefore, a further justification for the extensive references taken from 
this report in that the accusation of ‘monetary crank’ usually levelled at monetary 
reformers, in this instance, is difficult if not impossible to maintain set against the 
evidence of the eminent economists, politicians and bankers that sat on the Committee. 


THE MACMILLAN COMMITTEE 


The Rt. Hon. M.P Macmillan, K.C., Chairman. 
Sir Thomas Allen. 

Mr. Ernest Bevin. 

The Re. Hon. Lord Bradbury G.C.B. 

The Hon. R. M. Brand C.M.G. 

Professor T. E. Gregory, D.Sc. 

Mr. John Maynard Keynes, C.B. 

Mr. Lennox B. Lee. 

Mr. Cecil Lubbock. 

The Rt. Hon. Reginald Mckenna. 
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Mr. J. T. Walton Newbold. 
Sir Walter Raine. 

Mr. J. Frater Taylor. 

Mr. A. A. G. Tulloch. 


My belief for the frankness of the report is, that the authorities and the ruling class 
were now thoroughly alarmed at the possibilities of open industrial conflict and the 
social upheaval that this would bring. 


Therefore, when we open the Report we read in (Para. 4). 


“for the problems of finance underlie the whole field of human activities” (and yet) 
“On the one hand we have those who are engaged in the practical business of 


banking and finance; On the other hand we have the theoretical economists” (in 
Para. 5). 


Thus, the report goes on to say, a certain antagonism is inevitable between these 
two classes of experts. This observation I find somewhat erroneous except for the group 
I have identified as the ‘forgotten-men’, for the case I submit throughout this history 
of the cause of inflation, is that orthodox economic thinking very rarely includes a study 
of the effects that bank created money has on the economy — as economists tend not 
to understand money. 

The Report continues: 


“In view of the generally uninstructed state of the public on matters of finance we have 

from the outset recognised that not the least important service we might render would 
be to act as interpreters of the working of the monetary system and make the principle 
intelligible to the ordinary mind” (Para. 6). 


The Committee considered its main task was to examine the available evidence and 
to ascertain to what extent the present distress was due to monetary causes. 


“The situation in the closing months of 1929 was already sufficiently grave. But the 
difficulties with which we were then faced were to a great extent peculiar to this country 
and were not shared by the world at large.” 


In the last part of that quotation lies the clue to Britain’s predicament at that time, 
and it applies with equal force to the deterioration of our national strength today 
(1993). As I point out elsewhere, the discovery by the merchant bankers of the lucrative 
form of money lending by which vast quantities of the nation’s wealth was exported on 
credit laid the foundation of a system by which the bankers and financial institutions 
became more concerned with their overseas interests than with that of the home nation, 
hence a situation “peculiar” to this country. 

From the report we also learn that the return to the Gold Standard (in 1925) 
impeded our economic recovery, along with the prevailing suspicion that it was due to 
the failure to expand credit and the means of distribution. Thus, the Report adds, not 
since the passing of the Bank Act of 1844 has the monetary organisation of our country 
been subject to so much criticism as in recent times. (Para. 13). With that observation 
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the writer is in complete agreement and deplores the fact that, in spite of today’s equally 
dangerous situation (1993), this criticism is now virtually non-existent. 


“Not the least difficult part of our task has been to endeavour to ascertain how far the 
crisis through which we are passing is due to monetary causes and how far to other 
causes” (Para. 16). 


To this dilemma, I suggest they already had the answer in paragraph 4, where they 
point out that 


“The problems of finance underlie the whole field of human activities”. 


It is on this one simple basic fact that my case for the restoration to the State of 
the nation’s money supply rests. And so to our insight into the mysteries of finance get 
under way: 


“The banking system thus forms the vital link, between two aspects of the complex 
structure with which we have to deal” (Para. 23). 


That is to say, the problem of price levels together with the problems of finance 
means that the price level is influenced by the amount of purchasing power that the 
banking system creates and controls; the question which then follows, puts the case 
concisely as to why the authorities can never control the economy for the benefit of the 
total community. 


“If governments pursue an inflationary policy, i.e., meet expenditure not out of revenue 
or loans but by the issue of paper money; or there is an increased output from the gold 
mines, adding to the income of the gold producers and to the lending powers of the 
banking system or if, finally, the banks pursue an easier credit policy, forces are set in 
motion increasing profits and wages. In short an expansion of credit and currency, 
however arising has a complex effect upon the price level” (Para. 24). 


We see then, that apart from revenue, i.e., taxation, and borrowing if indeed, they 
are genuine public savings, the rest of the nation’s money supply is bank created. There 
follows a description of the types of banking and finance houses and the complex 
organisations that have developed to serve their interests. (Paras. 25, 26, 27) 

The committee then considers the multifarious character of their functions and 
asks: “How is it possible to attain equilibrium between forces so diverse in character?” 
(Para. 27) 

After listing the basic problems involved in attempting to do so they conclude that 
variations in the rate of interest charged is the appropriate instrument to bring about 
harmony. This great fallacy was exposed by Keynes (a member of the Committee) in his 
masterly analysis of the problems of the economy in his General Theory of Employment, 
Interest and Money published in 1936, and because the authorities have ignored his 
diagnosis of the all-important effect that high and erratic movements in interest rates 
have on investment, and on the marginal efficiency of capital, has again, as it was in the 
1920's and the early 1930’s been undermined with the same disastrous results we now 
see in British industry. Under the heading — The Functions of a Central Bank, i.e., the 
Bank of England, we learn that: 
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“Since freedom of issue of paper money may easily under the stimulus of the desire to 
make a profit, lead each issuer to expand” (Para. 29). 


There then follows three pages of activities of the Bank of England in its attempts 
to maintain some form of control over the bankers’ “desire to make a profit”. In short, 
the Bank of England which draws its final strength from the total wealth and 
creditworthiness of the nation, is the protector of the banking system from the results 
of its natural tendency to create new money which runs ahead of production, thus 
leading to an upset of the price levels, i.e., inflation and the destruction of the value of 
money. Thus we read — 


“It may even be held that the indirect effect of easier conditions in the money market 
is more important as an intermediate link in the chain of events which leads from acute 
depression to the gradual restoration of confidence than the direct effect of attempting 
an expansion of the volume of purchasing power”. (Para. 48) 


But it must be self-evident if the authorities did just this, and as Keynes showed 
that a bank-rate of about 2 per cent would be necessary, it would mean the end of the 
private unstable banking system as we now know it. So, what do we find operating since 
1952; an erratic climb of the bank-rate from 2 per cent, where it had been since 1932, 
to a record high level of 17 per cent. Therefore, we must conclude that the hands on 
the levers of power are the hands of bankers, certainly not industry and commerce. We 
should not be surprised to learn, therefore, that the Bank of England is still: “almost 
unique in that it is a private institution practically independent of any form of legal 
control save in its powers of issuing bank notes and granting loans to the State.” (Para. 50) 

In view of this judgement it is important to note that in spite of the fact that the 
Bank of England is now supposed to be nationalised, Members of Parliament to this day 
still complain of the secrecy which still surrounds the Bank’s activities. In fact the whole 
of the seven pages the Committee devoted to the Bank of England and the findings they 
recorded, is, in itself, a complete indictment of the activities of the private banking 
system — headed by the BOE. I would suggest that the following evidence from the 
Report are the main points condemning the continuation of the present method of 
supplying the nation’s credit money. 


“Since the banks as a whole maintain a cash proportion to deposits of from 10 per cent 
to 11 per cent they are in fact able to increase their deposits by some ten times the cash 
credited at the Bank of England” (Para. 71). 


“If a joint stock bank or the other lender finds its cash position is below normal, it 
withdraws call money from the discount market, if it cannot supply itself with the 
necessary funds from other banks or other sources, brings bills to the Bank of England 
for discount or borrows from the Bank on security of bills or Government securities, thus 
again increasing the cash base” (Para. 72). 


“It is not unnatural to think of the deposits of a bank as being created by the public 
through the deposit of cash representing savings or amounts which are not for the time 
being required for expenditure, But the bulk of the deposits arise out of the action of 
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the banks themselves, by granting loans, allowing money to be drawn on overdrafts or 
(by) purchasing securities a bank creates a credit in its books, which is the equivalent 
of a deposit” (Para. 74). 


Thus, says the report, “Given maintenance of a certain cash base the banks will 
always in time expand their deposits to a figure of some nine or ten times that base” 
(Para. 74 also, 99 and 102). 

We now come to chapter V (p. 46) — The Special Problems of Great Britain in 
which a survey of the broad outlines of the characteristics of the economy: “a large 
population on a small island with ten per cent of the people living in towns, 60 per cent 
of our food imported, etc., etc.” 


“Thus we are’, it says, “the antithesis of what the economists term a “closed system’. 
To pay for those imports we have become largely dependent on our interest from foreign 
investments, and on the profits of international bankers, merchants and so forth” (Para. 
99). 


What we are reading here was the cause of Britain’s declining position in 1931 and 
its continuation to the present day for the interest from these foreign investments is, in 
the main, the result of exporting on credit by loans raised in the City of London the 
nation’s ‘real-wealth’ in the form of the newest machinery and equipment which was 
used by the borrowing country, to undercut the prices of our own exports and by 
exporting competitive products to ours in this country, as the only way by which their 
interest payments could be made, which undermined British industry through low 
foreign wage-rate production costs. 

This illusion of wealth engendered by the activities of the City and the bankers has, 
as we can now see, laid the decline of British industry as early as the late 19th century, 
but the Committee in the Report felt that, “We were assisted greatly by the vast sums 
we lent abroad which were used by the borrowers largely in making purchases in this 
country” (Para. 101). 

But, it was, as Mr. P.C. Loftus, M. P., found, this very system which was — A Main 
Cause of Unemployment and the denial to the people of a higher standard of living as 
the result of the total loss of approximately £4,000,000,000 of the nation’s ‘real-wealth’ 
through the repudiation of these loans, or defaults on the interest payments. No wonder 
Loftus subtitled his book “An indictment of our foreign investment”. 

The heading to Paragraph 198 of the Report reads, The Relation of Falling Prices 
to Investments, and states: 

‘An inevitable accompaniment of sharply falling profits is a decline in the yield of 

ordinary share capital, and therefore a fall in market price; as has indeed taken place. 

Under these conditions it becomes increasingly difficult to finance new enterprises by the 

issue of ordinary shares, And yet in a period of falling prices it may in many cases be 

imprudent to finance enterprise by means of fixed interest-bearing securities, for the 
further prices fall, the more onerous the capital taken up on fixed terms becomes” 

(Para. 198). ” 


Therefore, we now see that the Committee has shown that it believes it is, firstly, 
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that interest rates should be kept low, and secondly, that interest rates should be kept 
as stable as is possible. It is, in my view, that these two factors are a most important 
aspect in the control of the economy and it was these all-important factors that Keynes 
showed were necessary if we were to maintain any degree of stability. Thus his firm 
conviction that the interest rates should be fixed around 2 per cent. The Report has now 
reached the point of - The Effects of Public Finance — and summarises briefly where 
the pressures are felt. The point of interest here for our history of the cause of inflation 
is: 


‘A high proportion of State expenditure is contractual in the form of debt interest and 
can only be reduced by conversion either voluntarily or on maturity, in favourable 
circumstances” (Para. 200). 


Continuing with the following advice, which, sadly, has not been heeded. 


“It would appear as if a most important consideration for those in charge of public 
revenue to bear in mind, so long an the future course of prices is uncertain, is the 
avoidance of any form of obligation involving a large addition to the contractual 
obligations of the State” (Para. 202). 


As I write with the National Debt rapidly approaching £200,000,000,000 with 
punitive interest demands probably in the region of £20,000,000.000 we have reached 
the situation that the Committee foresaw. They stated that a fall in prices meant an 
increase in the burden of indebtedness. But, as was to happen, the authorities in their 
determination of a policy of “sound-finance” insisted on devaluation with all that this 
was to mean for British industry. With the increased burden of indebtedness in mind 
the Committee went on to explain how Germany, Austria and Hungary, and to a great 
extent France, Belgium and Italy obtained relief from their debt burdens by: 


‘a period of intense inflation followed by devaluation of the currency and consequently, 
the destruction to a greater or smaller extent of the original debt burden.” 


It is this factor that leads me to believe that with the present system of recurring 
indebtedness at central and local government levels and its effects through taxation on 
industry to meet the interest demands, inflation has tacitly come to be accepted as the 
alternative to massive increases in taxation to service our enormous national indebtedness. 
Hence the great concern is to prevent a run-away inflationary situation for, as the 
Committee goes on to report: 


‘A very violent depression of money was sufficient in the immediate post-war period to 
destroy over a large part of the continent of Europe all rational economic calculation 
and all orderly social and economic development” (Para. 204). 


The Committee concluded this section on the — Effects upon Public Finance, with 
these words: 


“The problems this raised transcends in importance any other of our time and 
generation and we have regarded it as our main task to expound their significance 
and to bring forward suggestions for their solution” (Para. 204). 


But, as our history of the cause of inflation has revealed, the problem is that of 
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private, bank-created interest-bearing debt, in the main, funded over long periods. This 
one solution the Committee never got round to examining. Continuing our search in 
the Report for more covert feelings of the Committee we find them recording: 


“Obviously the general price level must be governed by the volume of purchasing power 
directed to the buying of current output relative to the volume of this output. Moreover 
the behaviour of the worlds banking and monetary system as a whole must have 
considerable influence on the volume of such purchasing-power” (Para. 207). 


Thus, in the monetary reformers’ view, the Committee had, in the last part of that 
quotation, found the answer to the problem they sought to solve. But, alas, for the 
alleviation of the nation’s travail the obvious action that would be necessary would be 
to take away from the private banking system the power they have of creating ‘new 
money’ which is the result of the deceptive expedient of a double entry in their accounts 
of a loan to a borrower, which then becomes a deposit. Therefore, all the hair splitting 
word-spinning rhetoric by the defenders of this system cannot alter the fact that this is 
fictitious money. It is the sheer simplicity of this device, which induces the private 
banker to expand his loans in search of greater profits that create the problems that 
bedevil all attempts to create stability and harmony within the economy. The five pages 
of the Report under the heading — The Task of the Monetary System and the Functions 
of Bank Rates — are, in essence, a description of the problems that arise as the result of 
the inability of the authorities to contro! the activities of purely monetary institutions 
which have access to this, seemingly, inexhaustible supply of money created at the stroke 
of a pen by the bankers. We move on to page 99, and under the heading of “The Supply 
of Credit to Business and Enterprise’ the Committee once again tells us that which 
should be obvious, that it is this action that causes the instability that they deplore, 


“For in making an adequately high bill rate effective in the market, the Bank of 
England varies the amount of its assets, and hence its deposits, to the necessary extent, 
which, in turn, has the effect of changing on a much greater scale the quantity of credit 
made available by the joint stock banks, since, when the banks’ deposits at the Bank 
of England are increased by a given amount, these banks feel themselves free to increase 
their own assets by nine or ten times this amount” (Para. 222). 


The Report now considers — The Main objectives of the Monetary System, and we 
learn that “A creditor country after, making the purchases it desires, is unwilling to lend 
its remaining surplus to the rest of the world, there can [therefore] be no solution except 
the ultimate destruction of the export trade of the country in question” (Para. 248). 

Before we move on, this opinion of the Committee must be qualified for it is, in 
the view of the monetary-reformers, and without a shadow of doubt that of Mr. P. C. 
Loftus, M.P. in his book — The Main Cause of Unemployment, that to ‘export the nation’s 
real-wealth on credit’ has led to, not only unemployment, but many other problems that 
have made our economy uncontrollable. To export in exchange for our own requirements 
is, indeed, true free-trade and, as Adam Smith showed, to pile up a surplus is detrimental 
to the welfare of the total community, as one nation’s surplus is another nation’s deficit. 
The question we now arrive at is that of a fluctuating exchange-rate, i.e., in the jargon 
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of today a ‘floating currency’, where the Committee reviews the “valuable source of 
income derived from international banking and associated services, plus shipping and 
staple export industries which has, for a long. period, been one of the main sources of 
wealth”. As we have seen, this ‘History’ shows that this was done to a great degree: 
leaving: aside shipping and genuine exports: by exportation of the nation’s wealth on 
credit, leading to the predictable outcome that Adam Smith showed such a system 
would bring. But, the Committee considers, the benefits derived from the activities of 


the City which: 


‘are not so enormous as to outweigh all other considerations. For example, it is not likely 
that they have gone even a fraction of the way towards compensating the loss of wealth 
through unemployment in recent years. It is not our case that industry should be 
sacrificed to finance” (Para. 252). 


To which they add the view that, rigid or fluctuating we would merely be substituting 
one form of instability for another. Which of course is true under the present monetary 
creation method and not until a radical reform is undertaken will banking and the 
associated services become subservient to industries’ needs can the stability we all long 
for be achieved: 


“There is, perhaps, no more important object within the field of human technique than 
that the world should achieve a sound and scientific monetary system” (Para. 253). 


Yet, in spite of nearly 300 years of banking practice which has proved disastrous 
for the general well-being of the people, we seem as far away from the Committee's hope 
as ever. In fact, we find the Committee recommending an intensification of the very 
policy that had created the monetary problems to which they were striving to find a 
solution: 


“In order that Great Britain may speak with authority in such discussions, it is essential 
that her financial strength should be beyond criticism. This largely depends in the near 
future on an increase of her surplus available for new foreign lending” (Para. 258). 


In other words, more of the same system that created the problems the Committee 
sought to solve and is exactly the same cause which has brought about the current 
difficulties British industry now faces. We come now to — Domestic Currency Management 
— and the Report informs us that: 

(1) The monetary system of this country must be a managed system. 

(2) It is not advisable, or indeed, practicable, to regard our monetary system as 
an automatic system, grinding out the right result by the operation of natural 
forces aided by a few maxims of general application and some well worn rules 
of thumb. 

(3) The major objectives of a sound monetary policy, for example, the maintenance 
of the parity of the foreign exchanges without unnecessary disturbance to 
domestic business. 

(4) The avoidance of the Credit Cycle, and the stability of the price level cannot 
be attained except by the constant exercise of knowledge, judgement and 
authority by individuals placed in a position unchallengeable independence 
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with resources and every technical device at their disposition. 

(5) “The managing authority should be the Bank of England. It is not necessary 
in this country, as it was in the United States before the war, to create a new 
organ for the centralised control of the monetary system. For we have in the 
Bank of England an excellent instrument for the purpose, independent of 
political influences, solely in the public interests,...etc., yet itself aloof and 
untinged by motives of gain” (Para. 280). 

The answer to (1) is of course we must have a ‘managed system’, but not by the 
Bank of England as it is currently constituted, in spite of the fact that since the Macmillan 
Report it has been ‘nationalised’, but in name only. A truly managed system of money- 
supply must be a State Bank answerable to parliament, but removed from political 
influences in much the same way an the judiciary is supposed to function. Just what the 
Committee had in mind in (2) is, I believe, beyond definition, but there is no mistaking 
what is meant by (3) for we see it means the maintenance of the parity of foreign 
exchange without ‘unnecessary disturbance’ to internal conditions. Keynes had already 
shown in his Tract on Monetary Reform that these two objectives are incompatible. As 
to the Credit Cycle (4) and the stability of the price level, the criticism here is the same 
as (3); they are contradictory. It is the constant cycle of increasing bank created money, 
and its contraction, which makes it impossible to achieve stability of prices. And, in 
spite of the somewhat saintly character given to the Bank of England (4 & 5), it has 
never succeeded in its lifetime of 300 years in safeguarding the nation against the 
damage caused by the uncontrolled creation of new money by the private banking 
system. The case against the Bank of England is that it makes it possible for the banks 
to upset the price level by their credit creating activities and, when they run into trouble, 
protects them from the results of their natural desire “to make a profit”. 

We come now to — Obstacles Facing Central Banks, i.e., The Bank of England, and 
their problems (Para. 296). We are told that, “Non-monetary causes of instability” 
include such reasons as, “political troubles”, “war debts”, “over-production”, “changes in 
tariff”, “embarrassment caused by budget deficits or over-borrowing by Governments”, 
“rigidity of internal economic conditions”, and the “lack of confidence resulting from 
all these causes.” 

No matter how one ponders this proposition, it is very difficult, indeed, to imagine 
by what reasoning the Committee could have arrived at such a conclusion as, in my 
view, they are obviously monetary causes. The Committee concludes the section as 
follows, “What can emphatically be said is, that instability of prices is a serious evil that 
monetary influences on prices are more controllable than any other and the Central Banks 
should therefore so control such monetary influences as to favour stability rather than instability” 
(Para. 300). 

Yet, in spite of the foregoing judgement, we read - “When practical bankers and 
business men can explain clearly the causes of the Trade Cycle, why prosperity is followed 
by depression, and depression by prosperity, and can find practical means to avoid the 
economic waste caused thereby they will have more justification, that they now have in 
ignoring and treating as of little or no consequence economic research into these very 
difficult but vitally important problems” (Para. 301). 
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As we have seen above, the Report refers at least on eight occasions to the fact that 
the private banking system has the privilege of creating new money to the extent of ten 
times their cash base, by the simple procedure of granting a loan which becomes a 
deposit. Therefore, it is this reason and no other, that causes both credit and Trade- 
Cycles. In fact, the whole of paragraph 303 shows, fairly conclusively, what the cause 
of the Trade-Cycle is because, 


“Credit is essentially unstable. Credit conditions which tend to generate a rise in 
prices, lead, if uncontrolled, to still higher, prices, and when the re-action commences 
falling prices in themselves produce a further fall...At the same time, just when enterprise 
is beginning to yield less, the over-extension of banking credit will cause an increase in 
interest, and the pressure of the banking system for short term advances will bring about 
a certain restriction of credit” (Para. 303). 


Thus, says the Committee 
“We now venture to state our conclusions”. 
Among them appears 


“The aim of Central Banks should be to maintain the stability of international price 
levels” ... “The method of achieving this object should be so to regulate the volume and 
terms of bank credit as to maintain as much stability as possible” (Para. 306). 


However, throughout the Report the Committee is constantly reminding us of the 
all-important part played by the private banking system in their desire for profits’ with 
the result they are in a continuing process of upsetting the price level by their system 
of cheque-money based on loans, which for the banker becomes a deposit and results 
in, 

(1) The creation of more new money than there is present production, hence, 
inflation. 

(2) Withdrawal of credit resulting in more goods than money, hence, deflation 
(i.e., unemployment). 

But they could not bring themselves to say that which David Ricardo said over one 
hundred years previously during an equally disastrous bout of bank-note creation by the 
private bankers that: 


“The advantage would always be in favour of the issuers of paper; and as the state 
represents the people, the people would have saved the tax if they, and not the bank had 


issued this million’. 


Therefore, as previously mentioned, to achieve this, Ricardo saw that it would be 
necessary to set up a State Bank to issue all new money as legal currency free of interest 
payments. We know that five years after the Macmillan Report, one of its members, 
John Maynard Keynes, published a masterly analysis of the many economic and monetary 
problems that arise from the instability of the monetary system. As I understand his 
findings, being ignored and suppressed by the authorities and supporters of the existing 
banking system because the conclusions is Keynes had arrived at, as had Ricardo, was 
that a somewhat “socialization of credit” would be necessary, in order to lead to the 
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stability of the interest race. Thus, as Keynes demonstrated, this would lead to the 
safeguard of the marginal efficiency of capital and would, therefore, provide the stable 
conditions which would lead to a high rate of employment. Therefore, the case the 
monetary reformer presents is that those two conditions would lead to the complete 
reform of the banking system. Therein lies the crucial decision that if producer-capitalism 
is to be saved from the onslaught of Marxist teachings it must be made in the near 
future before it is too late. 

We now move on to the Committee's proposals to Meet the Present Emergency 
(Para. 308) — They suggest, talking of weaker debtor countries, i.e., in the parlance of 
the 1970’s — “third world countries”, that: 


“It is often better that such countries should be helped by improving the market for their 
exports than by enabling them to add to what may be already an excessive burden of 
indebtedness” (Para. 315). 


This is one of the rare instances in the Report which shows, as did Adam Smith 
in The Wealth of Nations, that this would mean truly ‘free-trade’ between nations and, 
again, another of Keynes's conclusions in The General Theory. The Report continues — 

(1) “If a creditor country is disinclined to lend its savings to a debtor country 
then let it employ these savings at home.” (Para. 315 (III). 

(2) “The task is, therefore, a double one; partly to attract borrowers of 
unquestioned standing by a low rate of interest on long term loans, partly to 
increase the supply of alternative loans.” (Para. 315 (V). 

(3) “The decline of new enterprise has reacted adversely on profits and prices and 
the low level of profits and prices stands in the way of new enterprise. It is 
for this reason that some of us think that in the domestic field it may be 
necessary to invoke governmental enterprise to break the vicious circle” 
(Para. 316). 

It was, I suggest, upon those three findings that Keynes formulated his theory of 
the “propensity to save”, which meant unconsumed production leading to unemployment. 
Thus these savings, running then at about 10 per cent, Keynes considered should, by 
various actions on the part of the government, be returned into circulation so as to 
consume the 10 per cent surplus production, thus leading, as a result, to increased 
employment. We now come to The Principles of the Fiduciary Issue on which the 
Committee's findings are recorded, but, for the monetary reformer the one important 
finding is the reason as to why it is virtually impossible to control the money creation 
activities of the private bankers as the good intentions of the Bank Act of 1844, restricting 
the Bank of England’s note issue, was defeated by the development of cheque-money by 
the private banking system. 

Under the heading - The Resources of the Bank of England, there follows three 
pages of the Bank’s relations with the City’s financial institutions and their overall 
interests in overseas investment to the detriment of British industry and all it implies. 
The Committee described that which is the monetary reformers main indictment of the 
destructive system of exporting the nation’s real wealth on credit in the following manner, 
and, in spite of the risk, as they saw it then, this system continues today to sap the 
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strength of British industry. 


‘All this may be summed up by saying that there is much more risk than there used 
to be of our financing long-term investment by means of attracting short-term foreign 
funds of a precarious character, and thus gradually slipping into a less liquid position 
than is desirable. This may result in our having to maintain short-term rates over a 
long period at a level inappropriate to the domestic requirements in order to retain the 
precarious foreign funds which we have inadvisedly employed in a non-liquid way” 
(Para. 350). 


Thus, the Report continues to demonstrate, explicitly or implicitly, throughout the 
following thirty-three pages as, indeed, the foregoing extracts have shown, that in spite 
of nature’s bounty of vast deposits of coal, now increased by North Sea gas and oil, the 
continued acceptance of the system of finance and banking, as summarised above will 
eventually defeat all efforts of British industry to build an economy of sufficient stability 
to maintain the internal price level and a high rate of employment, without which all 
efforts to combat the twin evils of inflation and deflation will be of no avail. Thus under 
the heading — Concluding Note, we read: 


“We have now completed all the recommendations which we are able to make for 
remedial action by the monetary machine itself” (Para. 426). 


Not once during this wide-ranging probe into Finance and Industry was the 
private banking system's privilege of creating the nation’s money-supply encumbered 
with unnecessary interest charges seriously discussed. Therefore, as the monetary 
reformers observed, the nation would become increasingly enmeshed in bank indebtedness, 
which would prove to be in the 1980’s and 90’s too great a burden as was that of the 
1930’s for industry to support. Thus we find that of the fourteen members of the 
Committee, thirteen signed the Report, but Lord Bradbury did not He in fact, signed 
a Memoranda of Dissent,” which, covering fourteen pages, is a fascinating study as to 
why he considered the burden of unproductive debt had blighted the State, local 
authorities and industry. The following quotation from Lord Bradbury’s Memoranda 
sums up precisely the situation we are faced with today. 


“Uf it goes far enough it will leave the producer with no motive to produce and in the 
end cease perforce because there will be nothing to transfer” (p. 263). 


But, in spite of the problems of debt which he analysed with great clarity he, as 
one would expect of a banker, still maintained that the banking system should be left 
to function, more or less, as it is. Thus he summed up by saying (p. 281) 


‘I am of the opinion that the causes which have impeded the development of trade and 
industry and led to increasing unemployment during the recent years are in the main 
outside the domain of banking, finance and credit and that any reform within the scope 
of the terms of reference of the Committee can, at best, merely touch the fringe of the 
real problems”. 


In addition to Lord Bradbury’s Memoranda of Dissent, nine members of the 
Committee added seventy-two pages of Reservations to produce overall, a more revealing 
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picture of the causes that lay at the root of Britain’s economic problems, than the Report 
itself. I am convinced that inspired by the problems raised in the Memoranda and 
Reservations Keynes formulated his General Theory of Employment, Interest and Money 
which, tragically for the nation and the Western world, has been ignored, as its policies 
if fully implemented would have meant the complete reform of the banking system. 
Hence my belief that Keynes has been betrayed. And so, the money reformers contend 
that this dangerous instability will remain to plague the people until it is realised that 
the nation’s money supply should come into existence as debt free currency and, as 
Ricardo saw, the people would then be saved the taxation which would be necessary to 
pay the interest if it were bank created money. Therefore, the banking system by charging 
realistic prices for their services and lending only money deposited with them, as was 
the case until recently of the building societies, would then be in the position of true 
money lenders, i.e., lending money which was legally created by the State. Thus, with 
this reform the government could by fiscal action maintain a reasonable degree of 
stability within the nation’s economy. 

1932.—With the world now in the grip of the Great Depression as the result of 
the worst example of speculative fever fuelled by the creation of fictitious bank money, 
the following example illustrates how deeply entrenched is the power of the banking 
system in the governing of a country. What is true of Mr. L. T. Mcfadden, one of the 
many in my pantheon of ‘forgotten men’, is true of all who have attempted to alert the 
people to the iniquity of a system which robs people of their earnings through the state 
taxing them to pay the interest on government bonds which, in the main, are purchased 
as the result of the private banking system's privilege of creating new money by the 
simple expedient of an entry into a ledger, thus enriching themselves at virtually no cost 
to themselves but at the expense of the total community. For twelve years Mr. Mcfadden 
was the Chairman of the Finance and Currency Committee of the United States House 
of Representatives and on the 13 January, 1932 made this statement to Congress: 


“We have in this country one of the most corrupt institutions the world has ever known. 
I refer to the Federal Reserve Board and the Federal Reserve Banks. Some people think 
they are United States government institutions. They are not government institutions. 
They are private credit monopolies which prey upon the people of the United States for 
the benefit of themselves and their foreign customers, foreign and domestic speculators 
and swindlers, and rich predatory money lenders. On account of the Fed’ operations 
we ourselves are in the midst of the greatest depression we have ever known. Mr. Speaker, 
it is a monstrous thing for this great nation of people to have its destinies presided over 
by a traitorous government board acting in secret concert with international usurers. 
Every effort has been made by the Federal Reserve Board to conceal its power, but the 
truth is the Federal Reserve Board has usurped the government of the United States. It 
controls everything here and it controls now all our foreign relations. It makes and 
breaks governments at will. The member banks of the Fed were deceitfully and disloyally 
foisted upon this country by bankers who came here from Europe”.” 


Macfadden’s attempt to expose the power that controlled the nation’s money went 
unheeded by Congress and Senate and apparently even the ever-watchful eye of the 
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American press failed in its duty to bring it to the notice of the American people who 
were now feeling the full blast of the severity of the depression. Why? Recently, Mcfadden 
told Congress, in one of our states 60,000 dwelling houses and farms were brought 
under the hammer in a single day...71,000 houses and farms in Oakland County, Mich., 
have been sold and their erstwhile owners dispossessed. 

As we shall see in 1933 although Franklin D. Roosevelt was elected to the Presidency 
on promises to reform the banking system there is no doubt that he was but a tool of 
“the most corrupt institution the world has ever known”, The United States Federal 
Reserve Board. So, who then were these bankers from Europe? 

When the names of these European bankers come to be known it is pretty certain 
it will include Rothschilds of London and Berlin, Lazard Freres of Paris, Israel Moses 
Sieff of Italy, Warburgs of Hamburg and Amsterdam, who, working in close understanding 
with Lehman Brothers, Kuhn Loeb, Rockefeller and Goldman Sachs, all of New York, 
comprise the leaders of this powerful group which dominates the world, monetary 
decision making. 

Professor Carroll Quigley’s major study: Tragedy and Hope ~ A History of the 
World In Our Time, sheds a great deal of light on this secretive body mentioned by 
Congressman Macfadden. Dr. Quigley, a professor of history at Georgetown University, 
Washington D.C., was allowed access to the archives of this little known organisation 
formalised as the Bilderberg — Round Table Group in the early 1950's. As an elite 
“insider” himself Quigley knew he was exposing one of the best kept secrets of the world 
when he wrote his 1300 page work. He was acutely aware of the organisation’s power 
structure and the extent to which its leadership would go in its quest for total, global 
control through the hegemony of world finance. Announcing that there was and is a 
conspiracy far deeper than the Communist conspiracy, but one which initially he did 
not oppose, he stated: 


“There does exist, and has existed for a generation, an Anglophile network which 
operates, to some extent, in the way that the Radical-Right believes the Communists act. 
In fact, this network, which we may identify as the Round-Table Groups has no 
aversion to co-operation with the Communists, or any other groups and frequently does 
so. I know of the operation of this network because I have studied it for twenty years, 
in the early 605 to examine its papers and secret records. I have no aversion to it or 
most of its aims and have, for much of my life, been close to it and many of its 
instruments...1 have objected both in the past and recently, to a few of its policies...but 
in general my chief difference of opinion is that it wishes to remain unknown, and I 
believe that its role in history is significant enough to be known.” 


Dr. Quigley assures us that a type of global power is on the verge of becoming a 
total reality ushering in A New World Order. He further pointed out that during the 
past two centuries while peoples of the world were apparently freeing themselves from 
dynastic monarchies, the major banking families of Europe and America were reversing 
the trend by setting up new dynasties of political control through the formation of 
international financial combines. In a letter to the Earl of Ancram in May 1975, quoting 
from W Skousen’s Naked Capitalist, a review and commentary on Quigley's Tragedy and 
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Hope, Mr. J. Hornsby of C.H.D. Associates, pointed out to the Earl that these 
international financiers were very different from ordinary bankers in distinctive ways: 
(1) They are cosmopolitan and international. 
(2) They were close to government and particularly concerned with questions of 
government debts. 
(3) Their interests were almost exclusively in bonds and very rarely in goods. 
(4) They were almost all equally devoted to secrecy and the secret use of financial 
influence in political life. One of their less obvious characteristics was that 
they remained — until very recently ~ as private unincorporated firms, usually 
partnerships, offering no shares, no reports, and usually no advertising, because 
this ensured that the maximum of anonymity and secrecy was bestowed on 
persons with tremendous private power over public enterprise who dreaded 
public knowledge of their activities. Furthermore, the influence of financial 
capitalism and that of the international financiers who created it was exercised 
on both private business and on governments alike, but it could not have 
managed to fool either if ic had not managed to persuade both to accept the 
two main axioms of its own ideology, both based on the assumption that 
“Politicians are too weak and too susceptible to temporary popular pressure 
to be trusted with the control of the money system”. 


This was also a view clearly held by Dr. Fritz Leutwiler when President of B.I.S. 
the Very Private Bank of International Settlements in Basel and The Swiss National 
Bank. In an article in the Mail on Sunday, November 13, 1983 entitled “The Men Who 
Really Do Rule The World’ he stated: “J have no use for politicians. They lack the 
judgement of central bankers”. 

In order to maintain their control by placing bars on every window of opportunity, 
it has been their policy to conceal, and mislead both governments and people about the 
nature of money, its creation and its method of operation. Quigley later withdrew his 
support for the Rhodes-Milner-Stead Anglophile Oligarchy. His later book, The Anglo- 
American Establishment”* contains on its cover the following Government Health Warning 


“No country that values its safety should allow what the Milner group accomplished — 
that is, that a small number of men would be able to wield such power in administration 
and politics, should be given almost complete control over the publication of documents 
relating to their actions, should be able to exercise such influence over the avenues of 
information that create public opinion, and should be able to monopolize so completely 
the writing and the teaching of the history of their own period.” 


1932.—Great Britain, as with the economies of the rest of the world, was feeling 
the shock waves of the collapse of the United States monetary system. With mounting 
unemployment in the United Kingdom reaching the 2,829,000 mark (it has been 
estimated that with the families of the unemployed, etc., between six and seven millions 
were living on the dole) the government now fearful of the repercussions that this misery 
was bringing decided that some immediate action was needed. The Chancellor of the 
Exchequer (Neville Chamberlain) introduced in his budget three important measures: 
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The Exchange Equalisation Account to control the flow of capital abroad; Fixing the 
Bank Rate at 2 per cent; and the expansion of the RAF The first two measures set in 
motion the great domestic building boom which certainly halted the further rise of 
unemployment. Surely there is a lesson to be learned here. 

1933.—Such is the entrenched power of the banking system that the firm convictions 
expressed by the President of the United States of America, Franklin D. Roosevelt, 
elected to power as the result of the great monetary collapse of Wall Street, has in the 
passing of sixty years had no effect on the activities and growth of the world’s all- 
embracing hyper-power of the international private banking system, by which the two 
so-called super powers were enmeshed in a web of international indebtedness. 

With opinions as those quoted below held by Roosevelt as to the cause of the great 
social upheavals and misery which the breakdown on Wall Street brought to the people 
of the United States and the collapse of monetary confidence throughout the world 
presented the great opportunity for the government of the United States and Europe to 
carry out a complete reorganisation of the system of money and credit creation as 
practised by the private banking system. In doing so the nation states would have freed 
themselves from the ever-present threat of manipulation of the world’s money markets, 
and, therefore, world trade would become a true exchange of goods and services between 
the nations, thus removing one of the great barriers of enmity which indebtedness 
inevitably fosters. 

President Roosevelt in his inauguration speech proclaimed that 


“This great nation will endure, will revive, and prosper.” 


He was in effect, echoing the great precept of Adam Smith; that of “self-interest”, 
for such is the instinct for survival it is the most predominant factor throughout the 
living world. And so, it is my conviction, that this being so it will follow that man is 
inherently a capitalist by nature. His deep-rooted faith and hope of building for the 
future and the constant struggle for freedom, in spite of recurrent disaster, is one of the 
reasons why the freedom destroying system of Marxist-Socialism must, as recent events 
have so clearly demonstrated, always fail. Witness, that in spite of over 70 years of 
ruthless suppression in the former U.S.S.R. and since World War II, in the former “Iron 
Curtain” countries the struggle for freedom never ceased. Poland’s Solidarity movement 
demonstrated man’s natural struggle to be free from the chains of arrested development. 
Therefore, to rid producer-capitalism of the millstone of bank created indebtedness is 
the one great act necessary to achieve a further advance in the welfare of mankind. But, 
as we are all so painfully aware, the great opportunity for bank reform was thrown away. 
As all the signs of a recurrence of this great disaster loom before us again can the much 
maligned ‘capitalist’ system survive a shock of such magnitude a second time? I] am 
convinced that if the governments of the free-world act in time to control the private 
banking system this impending crisis could be avoided. 

Thus, as Roosevelt declared “The only thing we have to fear is fear itself” and then 
added, “The practices of unscrupulous money-changers stand indicted in the court of 
public opinion, rejected by the hearts and minds of men. There must be an end to 
conduct in banking and business which too often has given to a sacred trust the likeness 
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of callous and selfish wrongdoing... There must be strict supervision of all banking and 
credit investments. There must be an end of speculation with other people's money. 
There must be provision for an adequate and sound currency”. 

Roosevelt said he would ask Congress for powers necessary to wage war against this 
critical national emergency so great as to be regarded as an invasion by a foreign foe. 
Yet what do we find for the third time this century? Yet another world monetary 
situation fraught with such disastrous consequences that the result could lead to that 
which most men fear; a totalitarian state. 

1936.—Four years after the publication of P. C. Loftus’s book — A Main Cause of 
Unemployment (see Introduction) saw the publication of John Maynard Keynes’ The 
General Theory of Employment, Interest and Money. This great work seemed to me to 
embrace all the findings of works with which I was now becoming familiar, including 
the Macmillan Report 1931 (Committee of Finance and Industry) of which Keynes was 
a member. 

His conviction that the system which governed world trade in the latter half of the 
19th century was, as Adam Smith had shown in his great work — An Inquiry into the 
Nature and Causes of The Wealth of Nations 1776, ... detrimental to the well-being of 
nations. (see page 382 of The General Theory): 


“But if nations can learn to provide themselves with full-employment by their domestic 
policy there need be no important economic forces calculated to set the interest of one 
country against that of its neighbour.” 


“There would no longer be a pressing motive why one country need force its wares on 
another or repulse the offerings of its neighbour, not because this was necessary to enable 
it to pay for what it wished to purchase, but with the express object of upsetting the 
equilibrium of payments so as to develop a balance of trade in its own favour.” 


“International trade would cease to be what it is, namely a desperate expedient to 
maintain full-employment at home by forcing sales on foreign markets and restricting 
purchases, which if successful will merely shift the problem of unemployment to the 
neighbour which is worsted in the struggle, but a willing and unimpeded exchange of 
goods and services in conditions of mutual advantage”. 


Again, Keynes's conclusion on page 378 


‘that a somewhat comprehensive socialisation of investment will prove the only means 

of securing an approximation to full-employment.” 

This, too, was David Ricardo’s finding, that the nation’s currency issued free of 
interest payments should be the responsibility of a National Bank answerable to Parliament. 
This was also the main objective of the group of men who formed the Economic 
Reform Club in the early 1930’s under the leadership of Vincent Vickers. (Now the 
Economic Research Council). In short, I was now convinced that the abuse of private 
banking’s unregulated privilege, of creating vast sums of new credit money and to then 
charge interest was the main cause of mankind’s economic ills. 

1938.—The threat of a second world war with Germany started money flowing 
again what the needs of Life demanded the means of Death provided. The government 
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spending injected huge sums of debt-free money into the economy, but here again the 
banks were permitted to use a proportion of it for the base on which they could create 
further new bank money. 

1939.—Earlier we noted how, as the result of the collapse on Wall Street, Franklin 
D. Roosevelt was swept to power on his promise, among other things, to control the 
activities of “the practices of unscrupulous money-changers” and as the result of this 
generally accepted belief in the U.S. the supporters of the New Deal philosophy now 
armed with Keynes's analysis in his General Theory of Employment, Interest and Money of 
the causes which led to the misery of mass unemployment throughout the Western 
world were convinced that after the war an entirely new authority would have to be set 
up to control the issue of money if a repetition of the Great Depression was to be 
avoided. Morgenthau, Secretary of the United States Treasury, was convinced that this 
could only be controlled by removing the financial power from London and Wall Street 
to the Treasury so as “to create a new concept between nations in international finance”? 
and that the “new institutions would become instruments of sovereign governments and 
not private financial interests which would, he believed, ‘Drive the usurious money- 
lenders from the temples of international finance”. 

This approval by Morganthau and his fellow dealers brings us to, what is for me, 
one of history's strangest stories. When Hitler came to power in Germany as the result 
the long drawn-out monetary problems and the suffering it brought to the working and 
middle classes, the man who was to guide him and make possible the financial structure 
that enabled Hitler to rebuild Germany was Dr. Hjalmar Horace Greeley Schacht. He 
had already established himself as a financial genius by restoring Germany’s currency 
after the Weimar Republic massive hyperinflation. 

Schacht was thus seen by the international bankers especially by the Governor of 
The Bank of England, Montagu Norman, as a man they could work with in the 
reconstruction of Germany. In other words vast sums of money were invested in Germany 
which paved the way for its economic renewal. The trio that made this possible was Dr. 
Schacht, Montagu Norman and Benjamin Strong of the Federal Reserve Bank of New 
York, 

The part being played by Schacht fitted into the scheme of Norman for a return 
to the Gold Standard which he saw as vital for the restoration of power to the City of 
London. This obsession was realised and was to prove an unmitigated disaster as the 
flow of gold from Britain to America helped to swell the creation of new money for 
speculative purposes which eventually brought about the Great Crash on Wall Street and 
the economic blizzard that swept the world. 

In Europe it was of great severity and the Vienna bank of Rothschild collapsed 
precipitating chaotic conditions throughout the Austrian and German banking system. 
In spite of the calamitous results of the return to the Gold Standard in 1925 and the 
crisis in March 1933 which closed all the banks in the United States forcing Roosevelt 
to abandon gold, at the World Economic Conference in 1933 there were still powerful 
interests calling for a return to the Gold Standard Exchange Rate Mechanism. Here 
again Keynes fully supported Roosevelt's decision. Yet we were to see that against all 
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recent experience of the effects of gold and the manipulation of its price by governments 
in their efforts to amass large stocks of the metal, it proved useless in assisting the return 
to prosperous conditions, a lesson clearly learned by Winston Churchill, and one which 
prompted him to make his statement to the House of Commons, in April 1932, 
condemning the Gold Standard Exchange Rate Mechanism — ERM and quoted earlier 
on in this section. Ref.: Hansard, April 21, 1932, Vol. 264. 

So much gold flowed into the United States that it was found necessary to bury 
it and keep it out of circulation. Thus special vaults were constructed deep in the ground 
and are known as Fort Knox. However, by early 1933 Germany with over six million 
unemployed voted for Hitler's National Socialist Party and Hitler became Reich Chancellor. 
He called to his aid Dr. Schacht who had restored Germany’s currency after the 
hyperinflation of the Weimar Republic. It is at this point the enormity of this ‘strange 
story’ becomes clear. In essence Schacht’s solution to the problem of unemployment, 
which had defied all the efforts of ‘sound finance’ to solve, was that which Morganthau 
and Roosevelt’s New Dealers were advocating — control of international finance by 
sovereign governments. 

During the severity of the depression in the ‘thirties nations sought refuge in 
various forms of protection. At the Ottawa Conference in 1932’ Britain's main objective 
was to set up a system of exchange of manufactured goods for raw materials within a 
given area of the British Empire, known as Imperial Preference. Jt no doubt helped to 
reduce Britain’s unemployment problem, but not to the degree of success that Schacht’s 
achieved with much the same idea for Germany. Germany offered to buy from her 
neighbours if they in turn bought from her. 

The success of this policy brought most of the Balkans into Germany's trading 
orbit and towards the outbreak of war she was making inroads into the South American 
markets, especially the Argentine. It was my belief at the time that the reason for the 
success of Germany’s New Economic Order, bringing with it full employment, was that 
the State had taken over the issue of the nation’s money thus relieving the nation of the 
burden of interest payments on private bank created money. I am convinced, therefore, 
that this threat to the power of the world’s private banking monopoly, controlled from 
Wall Street and the City of London made conflict with Germany inevitable. 

1945.—Tragically for the happiness and well-being of future generations this lacter- 
day attempt to bring about the realization of David Ricardo’s State Bank and Keynes's 
“Socialisation of Credit” was defeated and we are once again faced, in 1993, with the 
ever-present nightmare of the collapse of the world’s monetary system. During the war, 
Keynes played a very important part in our negotiations with America as to our immediate 
needs and looking forward to the tremendous problems the governments would be 
confronted with. After the war he produced his plan which he called a Clearing Union. 
This he had planned as an entirely new concept for the control of world finance. 
However, the forces interested in conserving the old system defeated his revolutionary 
solution to the problem of price stability in the world economy. 

Simply stated, Keynes's proposal for a Clearing Union meant the complete overhaul 
of the monetary system in which he visualised that trade between the nations would 
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flow through what would be the clearing house for bills of exchange, cheques, etc., 
between the banks of the countries concerned. The balances, surplus or deficit, would 
appear in the ledgers of the Clearing Union as credits or debits. The unit of account 
Keynes proposed was to be called a ‘Bancor’ and would have a fixed value in gold. Thus 
nations belonging to the Clearing Union would be paid in ‘Bancors’ instead of gold, 
sterling or dollars in settling their accounts with one another. 

The Clearing Union would be empowered to lend the money of those nations in 
credit to those who were in deficit. It would, therefore, have eliminated the enormous 
problem of world indebtedness which has arisen since the war which bedevils all efforts 
to solve. In essence Keynes’s Clearing Union represented the instrument that was and 
still is needed to implement Adam Smith's vision of free trade between nations. Instead, 
the compromise which emerged from the Bretton Woods Conference was the World 
Bank and The International Monetary Fund both of which, in my view, have exacerbated 
the world monetary imbalance, whereas under Keynes’s plan for a Clearing Union this 
could not have happened. 

We now know that with the defeat of Germany only a matter of time, it was 
becoming known what the Russian plans were for Eastern Europe. Morganthau wanted 
the virtual destruction of Germany as a nation and in this he found an ally in Harry 
Dexter White. At this point the Allies became enmeshed in a web of intrigue. The Jews 
were convinced that their interests lay in accommodation with Russia and the destruction 
of Germany. Much has been revealed since the war of the secret agreements and ‘plots’ 
of this murky period, but as far as we know the evidence given by Whittaker Chambers 
and, especially by Elizabeth Bentley, a communist agent, testified that White, during the 
war, was carrying out Russian orders. The other possibility is that as he had also 
proposed a debt free solution similar to Keyne’s Bancor which he called Veritas that he 
too had to be discredited. Whatever the truth is, and it is possible we shall never know, 
it provided the very platform from which Wall Street defeated the plans of Morganthau 
and his fellow New-Dealers for the State’s control of the creation of money. 

The result of this triumph of private banking interests was to isolate Keynes from 
his fellow directors at the Bank of England. The Labour Party who, in my view, if they 
had really understood Keynes’s monetary policies would have supported his efforts to 
“Socialize Credit”. However, as I point out elsewhere, so committed were they to Clause 
4 of their constitution, i.e., the complete destruction of Capitalism, that they could not 
bring themselves to Keynes's conclusion that by the “socialization of credit” there would 
be no need as Keynes stated that: 


‘Apart from the necessity of central controls to bring about an adjustment between the 
propensity to consume and the inducement to invest, there is no more reason to socialize 
economic life than there was before”. 


Keynes's long and exhausting battle to curb the power of private banking was 
defeated and the monetary activities of the Bank of England and the Treasury returned 
to the old stance of “business as usual”. Well might one of my ‘forgotten-men’ Sir 
Robert, later Lord Boothby, describe the ratification of Bretton Woods decisions and the 
American loan as “an economic Munich”. 
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When all German resistance ceased, one of the primary needs was a form of 
currency. The Americans had already made plans for the printing of Allied Military 
Marks, but they were reluctant to give the Russians a set of the plates needed to print 
this new currency. However, Morganthau had secretly despatched the plates to Moscow 
and the result was that vast quantities of these Allied Marks were printed with the 
objective of the destruction of Eastern Europe by a massive inflation. This they succeeded 
in doing in Albania and Bulgaria; in Hungary it reached staggering dimensions. 

The Western Allies’ reaction to this was a new currency and as was to be expected 
Russia saw this move as the first step in the rebuilding of Germany. Thus the seeds of 
the ‘cold war’ were sown. The irony of all this showed itself in the fear of Russian 
intentions and it induced Congress under the Marshall Plan to give Europe 13 billion 
dollars of goods which if they had adopted Keynes’s plan for a Clearing Union this sum 
of money would have been credited to the United States account, but, as always, the 
taxpayers paid the bill. 

1946.—The coming of the Welfare State. Governments had now thoroughly 
assimilated the teachings of Keynes's deficit spending theory and the results have been 
successful in defusing social unrest in spite of over three million unemployed in the early 
1980’s, but as events have proved, they ignored the essential conditions he laid down 
as necessary for the avoidance of inflation and unemployment. 

1956.—Hire purchase. Another latecomer to the debt creating system in the form 
we now know it, although over a century ago railway wagons were paid for by an 
instalments system through finance companies established for this specific purpose. 
Growth did not get under way until the 1950’s and by the early 1960's we find that it 
had reached a figure of £20 per head of the population. By then the Finance Houses 
that catered for this business had increased their borrowings from the banks from £32 
million in 1958 to £139 million in 1960. So lucrative is this form of money-lending 
that it is estimated that as many as 1,500 finance houses are engaged in it. By far the 
greater proportion of this business was done by members of the Finance Houses 
Association with a membership of about forty companies responsible for about 75 per 
cent of the market, most of whom are linked with the London Clearing Banks. 

By the end of 1985 the Board of Trade estimates showed that the outstanding Hire 
Purchase indebtedness stood at about £1,196 million, an increase of £237 million in 
two years and of this total two-thirds was absorbed in cars and commercial vehicles, the 
remainder in industrial and household goods. The criticism here of the system of hire 
purchase does not lie in the method by which the purchaser can enjoy the use of the 
goods during the period of agreed payment of the debt, but in the incredibly high real 
interest rates which are levied. Often in real terms of between 20 and 30 per cent. 

It is the same as with House Purchases and all other financial operations; interest 
rates are so high that it is inevitable that they must bring increased demands for increased 
wages to meet the charges. One cannot but make the point that if a system makes it 
possible for increasing numbers of people to buy on credit by the method of Hire 
Purchase or Mortgage the authorities should show greater concern as to the ‘cost-push’ 
effect these high interest rates exert on inflation. But here as with all the debt creating 
system the problem cannot be resolved until all ‘new money’ coming into existence as 
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legal currency, is the creation of the State and not the interest demanding money created 
by the banks. Another further disaster in the early 1950’s was the decision by the 
government to drastically limit the borrowings by local authorities from the Public 
Works Loans Board. It can now be seen that through the control of loans by the 
PW.L.B. the excess zeal of prestige spending by local authorities could have been held 
in check, but as we now see the results of the government abandoning its control over 
local spending has loaded the rate payers with well-nigh insupportable rate payments of 
which the bulk goes in interest charges on Local Government Borrowings. 

1957-59.—Unit Trusts. These financial institutions did not get underway until the 
lifting of financial restrictions in the late 1950's. In my view the Unit Trusts occupy a 
somewhat similar position to that of the Merchant Bankers with their exporting on 
credit. So long as they can continue to attract new money to their ever-proliferating 
schemes, so the illusion of paper wealth can be fostered, but only so long as British 
industry can make the profits necessary to meet the interest payments which alone can 
make a great number of these trusts viable. As we witness, this is becoming increasingly 
difficult as Trade Unions also strive to increase the wages of their members. 

The story told by Professor Galbraith in his book — The Great Crash on Wall Street, 
1929 of the part played in this tragedy by the financial trusts and in more recent times 
the rapid collapse of the paper empire of the Investors Overseas Services should be 
sufficient warning that riches can only lie in that direction for the trust operators. 

The Daily Telegraph’ list of Unit Trusts for March 1972 does indeed illustrate the 
power that now rests in the hands of those who control these huge flows of money. One 
hundred and twenty financial groups managing a total of four hundred and twelve unit 
trusts which we find are mainly the results of banker’s schemes and it is these types of 
financial intermediaries that the Radcliffe Committee despaired of as to the authoritie’s 
hopes of controlling the rate of inflation by the control of the money supply. In their 
report, Para. 394, they had this to say: 


“For if we are right in believing that the level of total demand is influenced by the 
lending behaviour of an indefinitely wide range of financial institutions, and not just 
the money supply, it might suppose that we should substitute for the traditional control 
of the money supply a complex of controls of that wide range of financial institutions. 
Such a prospect would be unwelcome except at a last resort, not mainly because of the 
administrative burdens, but because the further growth of new institutions would allow 
the situation to continually slip from under the grip of the authorities.” 


Now I maintain that the above quotation is a tacit admission that the country is 
not governed by the Parliament that the people have been taught to believe is 
democratically elected to safeguard their interests, but by a financial mechanism that has 
put the real power in the hands of the bankers. The reason as to why I embarked upon 
this book was to try to show that if the will and courage is not forthcoming from our 
political parties to grasp this problem as to who is to control the supply of the nation’s 
money it is inevitable, that as demonstrated on Black Wednesday, if left in the hands 
of private individuals that they will continue to destroy the value of the nations’ currencies. 
For the uninitiated, please let me explain why I believe this must happen. My reader 
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will, I am sure, by now see that the banks have the legal power to create money, and 
that it is obvious that there is no point in having this power if the money they can create 
is not then borrowed, for it is the interest charges made on the loan that represents their 
profit — but perhaps more importantly it gives them access to real wealth, which they 
acquire through induced bankruptcy. As I have pointed out the alarming rate of growth 
of the Unit Trust movement did not really get under way until the lifting of all financial 
controls in the late 1950’s and as always this led to a rapid expansion of bank money 
which had to be curbed in the second half of the 1960's when credit ceilings were 
imposed and an additional deterrent, the disallowance of interest for tax purposes was 
introduced. 

Having gone through a long painful period of Stop — plus a devaluation and 
increasing unemployment for the sake of a surplus in our balance of payments — we find 
the government in 1971-72 under the threat of unemployment lifting practically every 
financial control in the same way as they did in the late 1950’s. Now the bankers armed 
with their legal right to create money have turned increasingly to the unit trust movement 
as a channel by which they can lend this money. And so, clients with some form of 
security will be welcomed, and assuming that banker X granted a loan of £20,000 the 
borrower would be expected to put half of this into their recommended unit trust and 
take the banker's advice as to what to do with the other half !! What is almost certain 
is that they would want a proportion of each from the borrower. Why? Because this 
cash will be used by the banker as the base from which he will create the new money 
to lend the borrower. Added to the interest rate charged there could be a fee of about 
£150 per annum if the borrowers’ portfolio is managed by the banker and the additional 
charge by the managers of the unit trust. 

This example should show quite clearly what inflation is really all about. Well 
might my favourite City editor, the late Patrick Hutber of the Sunday Telegraph write, 
as he did on 12/3/72, of his sadness at the demise of Gamages and in his nostalgic mood 
induced further critical questions to the way in which our financial scene was developing. 
His thoughts then ran to the concern of bids over the past year or so, sometimes 
(though not in the case of Gamages) by people of most dubious respectability and then 
asks, was it merely a sign of middle age that I detect a decline? My answer is, not really, 
but just that he has been slow to realise that a monetary system such as we have been 
saddled with is wide open for ‘money misuse’ and it is just a matter of degree as to what 
one regards as dubious. 

Developing his ruminations in the world of the financial operator he finds that 
“Stage One, the ideal and possibly fictitious past that in which men like Lord Nuffield 
produced wealth and Lord Marks who provided a service to the public at Marks and 
Spencers”. He then moves into Stage Two and the great post-war empires of the Clore’s, 
the Maxwell Josephs and so on, conglomerates based on property, but he throws in the 
sop “that it shook up British industry in an ultimately beneficial way”. 

Moving his thoughts to Stage Three he says, 


“I think in particular of Slater, of Slater Walker, and Tom Whyte of Triumph 
Investments in which their skill is basically a financial one... But, he (Slater) 
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quickly found his true role to be that of an investment banker.” Again the sop is 

thrown in, saying he considered Slater to be the cleverest man it the world of 

money. On Stage Four, which he finds “purely imitative and derivative” consisting 
of “lots of young men, some of them appalling, shuffling bits of paper”. 

Finally he poses the question as to what the capitalist system is about. My answer 
is that which lies in Stage One and not in Stages Two, Three or Four, all of which are 
made possible by the creation of new money by the banking system or near paper 
instruments as substitutes. Of course, ‘true capitalism’, i.e., the production of real wealth 
is uniquely associated with democracy. Over five years later we are to see the judgement 
of this powerful opinion-forming editor is correct in Stage Four and the majority of the 
tycoons of Stage Three also fell within this category. The remainder being saved by the 
Bank of England’s ‘lifeboat’ rescue operations, of course at the expense of the taxpayer. 

Mr. Hutber then finalized with, what for me is, the Stage we have entered and to 
quote him: 


“But if we ever reach a stage in which the threat of a take-over, instead of being 
a spur to the efficient, forces almost every company below the size of Shell or .C.1. 
to forget that it is an on-going business and to concentrate on the maximising 
immediate capital values for its shareholders, to make money by shutting down 
rather than by opening up, then the whole economic concept of free enterprise 
becomes a farce”. Not a farce Mr. Hutber, but the tragedy of George Orwell’s 1984. 


Therefore, the revelations by Anthony Sampson in Sovereign State The Secret 
History of ITTC of the political intrigue carried out to further the financial operations 
of the world-wide network of the International Telephone and Telegraph Corporation”® 
(IT&T) whose global objectives include “One World, One Card” is, for me, only half 
the story. I am convinced that the growth of I.T.T. and the ramifications of the many 
comparable organisations are the results of the labyrinthine roots of the international 
banking network which as I endeavour to show elsewhere has been for the past 150 years 
or so responsible for the Geneen’s of this world (Sydney Harold Geneen — President of 
I.T.T.C.) whom they discover and then provide with the money and the expertise of 
their world-wide connections to build them structures without which the power to 
create monetary instruments would be of no avail. Not until the banking system, 
through its intermediaries, the merchant bankers and financial institutions, funnel the 
new money it creates into these organisations that produce the real wealth and services 
will the interest payments flow and not until government inquiries are carried out as to 
the part played by the banking system can there be any hope of controlling the activities 
of these multi-national groups who will ultimately incur the hostility of Socialist 
governments who will identify these as uncontrollable monopolies as Marx foresaw, as 
the final stage of the development of capitalism in the struggle for world markets. In 
other words in the name of growth the proliferation of these complex structures to 
absorb the ever-increasing flow of new paper money bringing with it the heavier and 
heavier burden of interest payments. Thus ‘true capitalism’ will have been destroyed by 
its mortal enemy — ‘impostor capitalism’ that of bank created money. 
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We get the occasional glimpse of the real power behind Geneen when we read: 
“Was it Geneen who transformed I.T.T. or I.T-T. who transformed Geneen?”.”’ 


The answer to this question, in my view, is that it was Lazards, the merchant 
bankers, for as Sampson puts it — “Geneen needed also a more aggressive ally, a master 
of mergers, and he found it in Lazards. For the next decade ITT’s fortunes and Lazards 
were interlocked.” 

Sampson then follows with a potted history of Lazards and his description of 
Andre Mayer of New York who for the previous thirty years had also dominated the 
London and Paris branches of Lazards. Neatly described (pp. 71-72) is the real power 
that lies behind the Geneen in their world-wide financial operations and as Sampson 
shows, this power is also to be identified with political power. It is, therefore, no surprise 
to find that one of Geneen’s closest associates is Felix Rohatyn, a director of IT8&T, and 
a partner of Lazards. For, as Sampson puts it: ‘they made a winning team’.?8 

The part that Felix Rohatyn plays in Sampson’s story of the IT&T intrigue is, in 
my view, the clue to the enormous power that ostensibly resides in Geneen; Rohatyn 
is the connecting link between Geneen and Mayer and behind the Geneen screen there 
reaches throughout the world the tentacles of Lazards. When we read that Lazards’ 
directors are on the boards of sixty American corporations there can be little doubt as 
to where the real power lies, and, as impressive as this information appears, it is indeed 
only a small part when set against the thousand-fold activities of the network of banks 
spread throughout the world. 

AD.1959.—The Radcliffe Report on the ‘Working of the Monetary System 
demonstrates fairly conclusively that the control of the nation’s money supply is mainly 
in the hands of the banks. As I have pointed out on pp. 349-350 the government was 
constantly trying to restrain the banks in their creation of new money and in one year, 
1959-60, bank advances increased by £777,000,000 to bring the total up to 
£3,457,000,000. Assuming for the sake of an approximate example as to what this 
means, if we take the loan or overdraft rate as 8 per cent on this new money (£777 
million) we have a sum which is the first charge on the nation’s profitability on the 
production of real wealth for that year of £63,160,000. 

Here we see demonstrated the cause of inflation for this is what is continually 
taking place generation after generation the creation of new money by the banking 
system and charging the nation, i.e., the producers of real wealth, perpetual interest 
payments. 

Orthodox economists contend that these are merely transfer payments and do not 
affect the nation’s total income and expenditure. However, my contention is that the 
£62,160,000 of interest payments on the £777 million of new money created by the 
banks for the year 1959-60 is now an entitlement for the recipients to a share of the 
Gross National Product to which they have contributed absolutely nothing. A process 
described by Hugh Kingsmill as excrement living on increment. 

To the monetary reformer as bad as this example is it is that which develops from 
this constant increasing supply of private money which will eventually prove disastrous 
to our democratic way of life; the ever growing indebtedness at national and local levels, 
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caused by the purchase-of securities by bank credits which carry with them demands of 
interest payments. 

Constantly throughout this ‘history’ we should be remind oneselves of David 
Ricardo’s dictum that “The advantage would always be in favour of the issuers of paper”. 
Therefore these interest demands can only be met from the production of real wealth 
and so the logical conclusion to this dream world of wealth without effort is chat it can 
only succeed so long as the producers of real wealth are willing to go on providing an 
unearned living for the money creators and to the owners of the National Debt which, 
as I have tried to show in various ways, is the result of a money creation system which 
must be put under the complete control of the State before it is too late. 

For, make no mistake as to what is happening. The workers are now demanding 
their fair share of that which they produce and if the creators and holders of the nation’s 
indebtedness also contrive to increase their share of the nation’s production by higher 
interest charges, then, as we have seen in recent times, nothing can stop runaway 
inflation and the ultimate victims will always be the ordinary people who have saved 
from their hard earned wages and salaries. In other words, inflation the most vicious of 
all forms of taxation, has paid the unearned incomes received from bank created money. 

The Radcliffe Report clearly saw this developing situation as set out in para. 521 


“In the event of a catastrophic slump, it follows from what has already been said of the 
effects of monetary measures that they cannot be expected to act quickly enough, or alone 
to bring about even a slow recovery...Monetary conditions can be made propitious, but 
that is all. An attempt to push them to extremes, by flooding the market with credit, 
is likely to create embarrassments for the future without bringing any reasonably quick 
escape from the slump” 


and in the following paragraph 522 we go on to tead... 


“The opposite danger is that of headlong inflation. Even the threat of such a development 
is to be regarded as an “emergency” and we have to consider what monetary measures 
would be appropriate in such an emergency. We believe that a standing and proclaimed 
intention to resort to such measures would also have the important advantage of 
underpinning confidence both at home and abroad in the reasonable stability of the 
value of the pound. For many decades afier 1844 assurances of this kind rested on the 
statutory restriction of the note issue. When this was introduced, it was represented as 
a direct restriction of the money supply. Subsequently, when it was that instruments 
other than notes could also be counted as money, the provisions of the 1844 Act were 
represented as an indirect restriction of the money supply. The idea that the arrangements 
of 1844 provided a satisfactory automatic mechanism for everyday control was soon 

abandoned, but the Act remained on the Statute book because the ceiling it had fixed 
had come to be regarded as an assurance against any collapse of the pound. For this 
reason the 1844 legislation, despite its shortcomings, was one of the pillars of the 
English monetary system, and has left its mark on later statutes even until recent times. 

We are in effect looking for some 1959 successor to this traditional restriction of the note 
issue: some statutory assurance, fitting to the view we have taken as to how the monetary 
system works, that a collapse in the value of the pound will not be allowed to occur’. 


A CHRONOLOGICAL OUTLINE OF THE MISUSE OF MONEY 127 


In other words, as I have tried to show in example after example, that the banks 
defeated the good intentions of the will of Parliament by the use of cheque money. Thus 
the monetary reformer’s claim is that spelled out by Lincoln in 1865 that the issue of 
all new money should be the prerogative of the State and nobody else. This is the “1959 
successor to this traditional restriction of the note issue” that the Radcliffe Committee 
was asking for, but as with all economic orthodoxy this is their blind spot. Unfortunately 
for Radcliffe’s wide ranging report and for the affairs of the nation 34 years on there was 
no Robert Boothby on the Committee to show that there was and still is a successor 
to the original good intentions of the Bank Charter of 1844. The concluding seven 
paragraphs 523-529 of Chapter VI of the Report demonstrates quite clearly the dilemma 
of orthodoxy in that it accepts that banking and its privilege of money creation must 
occupy centre stage in our economic life and whilst this remains so the inflation they 
obviously dread so much will also remain inevitable. 

So we see with the Radcliffe Report as with its eminent predecessor “The Report 
on Finance and Industry” Cmd. 3897, June 1931 better known as the Macmillan 
Report, both of which were set up at a time of great concern as to the state of the 
country’s economic situation, that virtually nothing has altered as the authorities are 
still, it seems, blind to the underlying cause of the problems of the twin evils of 
unemployment and inflation and still seek to restore the nation’s economic health by 
increased doses of the self same drug; bank created money, which will again sap all will 
to further effort. 

Another reason why these ‘cures’ continue to fail was pointed out in the summer 
of 1988 by Economics Professor John H. Hotson, Chairman of C.O.M.E.R. Committee 
On Economic & Monetary Reform, at Waterloo University, Ontario, Canada, who said 
in the organization's news letter: 


“Here we go again! John Crow, the new head of the Bank of Canada and Allan 
Greenspan, the new man at the Federal Reserve Board have given a lot of speeches and 
interviews lately saying that if there is one thing they can’t stand its inflation. So they 
are going to get inflation down to zero any day now, even if it kills somebody [or every 
body]! Yes, they are going to haul inflation down to zero with high interest rates. Now 
thats never worked before. The fact is, that we've had inflation in every year, but one, 
since the Bank of Canada was invented in 1934, and in inflation down to zero. The 
facts also suggest that if our political leaders allow Greenspan and Crow to play doctor 
with the economy that the result will be a replay of 1979-83 if we are lucky or a re- 
run of 1929-39 if we are not. When you get right down to it, there are at least eight 
things wrong with the policy of trying to stop the price level from increasing by increasing 
the rate of interest. 

(1) The Policy is immoral. 

(2) The Policy is illegal. 

(3) The Policy is irrational. 

(4) The Policy has surrendered North America’s leadership to the Japanese. 

(5) The Policy has made all our problems worse. 
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(6) The Policy has caused the large U.S., Canadian [and British] foreign trade 
deficits. 

(7) The Policy has increased the [fractional reserve] banking systems natural 
propensity to self destruct. 

(8) The Policy has resulted in a world wide debt crisis where our only choices 
appear to be between world wide debt repudiation, depression, and accelerating 
inflation. Except for these shortcomings, high interest rates are a pretty good 
policy.” 

The Radcliffe Report, as I have pointed out, lacked the appointment to the 
Committee of anyone, it seems, who might have questioned the continuance of this 
greatest of all confidence tricks. The quotation below from Lord Bradbury's dissenting 
memoranda to the earlier Macmillan Report, pinpointed the fallacy of our monetary 
system and over 60 years on we are still witnessing the inflation of indebtedness to its 
ultimate unbearable limits. In spite of the case put up by A. B. Cramp? in Lloyds Bank 
Review for October 1967 in which he criticises the “old orthodox” view of money 
supply, as stated in para. 222 of the Macmillan Report: 


“In making an adequately high bill rate effective in the market, the Bank of England 
varies the amounts of its assets, and hence its deposits, to the necessary extent, which, 
in turn has the effect of changing on a much larger scale the quantity of credit made 
available by the joint stock banks, since, when the banks’ deposits at the Bank of 
England are increased by a given amount, these banks feel themselves free to increase 
their own assets by nine or ten times this amount.” 


He therefore fails, in my opinion, to shake the fundamental truth, that, whatever 
the changing conditions may show, the banks still continue to create “money out of 
nothing, and at little cost — but which will eventually cost us everything.” 

The following is the Gravamen, i.e., the essential part of the monetary reformer’s 
case and is basically that which David Ricardo foresaw the result would be, and so the 
creation of debt must in its final analysis bring with it an increasing unearned, unjustifiable 
demand in which the producers of “real wealth” will give up the unequal struggle. Lord 
Bradbury’s dissenting memoranda on page 263 of the Macmillan Report shows in the 
following extracts the utter impossibility of escaping from a collapse of the economic 
situation. 


“I regret to find my self in disagreement with most of the conclusions formulated in this 
report...I think the main causes of the economic troubles of Great Britain since the war 
[1914-18] have been: 


1. The burden of unproductive debt. 

2. Over lavish spending by State and local authorities. 

3. Excessive cost of transport and distribution and of the products of sheltered 
and protected industries. 

4. The attempt of all classes to maintain a standard of living higher than is 
justified by the facts of our economic situation. 


The burden of unproductive debt is partly that of dead weight debt arising out of the 
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War. But this is by no means the whole story. The debenture debts of, and bank loans 
to, industries which cannot, or can only just, make ends meet, and the maintenance 
of railway rates at the level necessary to provide a return on capital which has to a large 
extent ceased to be economically productive — to take only two instances — are burdens 
of a similar nature. Out of the total produce of industry the creditor and the State on 
behalf of the rentier and also to meet public expenditure on services other than the debt 
on a vastly enhanced scale — takes a much larger proportion than before the war; 
transport and distribution also take a larger proportion. The remainder afier providing 
for the remuneration of labour is for many industries not enough to leave a sufficient 
margin to induce the entrepreneur to continue his exertions or hazard fresh capital. The 
weakest close down and the maintenance of the workmen thrown out of employment 
increases the pressure on those still at work. The next weakest then succumb and the 
process seems likely to continue until the volume of production is so reduced as to be 
unable to support over the whole country even the standard of living at present enjoyed 
by the unemployed.” 


‘It is no doubt true that payments of interest on internal debt and allowances to 
unemployed workmen are merely “a transfer within the country’, but (except in so far 
as they are met by the taxation of the rentier or the unemployed workman himself) it 
is a transfer from the producer to the non-producer. If it goes far enough it will leave 
the producer with no motive to produce and in the end cease perforce because there will 
be nothing to transfer.” 


“That the catastrophe has not occurred earlier is mainly the result of the tremendous 
strides in the technological efficiency of industry which have taken place concurrently, 
but to take advantage of these, considerable capital expenditure is necessary and when 
industry is unprofitable the necessary capital is not forthcoming. If this is a true 
diagnosis it appears to me that the malady is too deep-seated to be removed by any 
manipulation of currency or credit”. 


Lord Bradbury, who had successfully issued those famous “Bradbury's”, i.e., Treasury 
Notes previously shown which bore his signature, was fully aware that there were, and 
there are still, perfectly sound alternatives open to all governments, then as now, to the 
destructive policies of deflation, taxation and borrowing at interest — the logical expansion 
of MO. 

On page 266 we read another scathing exposure of the pernicious system that 
passes for “sound finance”. 


“In an individualistic society capital can only be provided by inducing individuals to 
forgo present enjoyment in exchange for future advantage. It is no doubt a convenience 
to all except the individuals who have made the present sacrifice that, the capital 
having been provided, (that) the future advantage shall be diminished or fail to 
materialize altogether. When the capital investment takes the form of securities representing 
money claims this will happen if the rate of interest is reduced by artificial supplies of 
cheap money and if the enjoyment value of the capital claim itself is diminished by 
raising the price level. Both these results can be brought about by expanding credit. 
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Indeed, if expansion is great enough, the future advantage reaped from the sacrifice may 
easily in terms of enjoyment be less than the sacrifice itself, the ultimate loss of real value 
in respect of the capital claim being greater than the interest received in the meantime.” 


“This superficially clever device will however cease to be effective the moment its modus 
operandi is understood, since it makes fixed money claims dear at any price and destroys 
the motive for saving in order to invest in such claims.” 


“So far as the result might be to encourage investment in equities instead of fixed money 
claims, the change, within limits, might be salutary, but the plan is put forward for 
the purpose of stimulating capital development by means of loans, and this [it] can only 
achieve in so far as it may succeed in hoodwinking the real investor. If currency 
“management” is to be used to facilitate manoeuvres of this type, the sooner we return 
to an “automatic” system the better. Honesty, even if stupid, is a better foundation 
for credit than the most adroit finesse.” 


Although the foregoing extract from the dissenting memoranda of Lord Bradbury 
was written over sixty years ago, few, I am sure, would disagree that his assessment of 
the economic crisis is word for word identical with that of today’s economic scene, but 
with one great difference. In those days inflation with simultaneous unemployment was 
virtually impossible, they were always opposite, or alternating evils. Now they are twin 
evils. Why? Because for the past forty years the banks have been allowed to create vast 
quantities of new-money and near-money instruments, especially during the past twenty 
years in the rapid growth of the ‘dream-money’ of the international bankers, the Eurodollar. 

1959.—The Eurodollar Market. This came into existence at the time of the 
Radcliffe Report. One wonders how they would have dealt with this uncontrollable 
‘misuse of money’? The discovery of this monstrous paper instrument I rank in third 
place on the table of the banker’s misuse of money. 

(1) The discovery at the end of the 17th century by the bankers that ten-times 
the amount of new money could be created upon a ‘cash’ base in their tills. 

(2) Exporting the nation’s real wealth on credit. 

(3) The Eurodollar, which is the banker's ‘dream money’ realised. 

Eurodollars represent an international currency upon which domestic bankers create 
further new-money and loans. At the time of recording this (May 1979) there is virtually 
no control over their activities, which will lead to the creation of vast quantities of new 
money which in turn will lead to the proliferation of new banks in the same way that 
led to the financial crisis of 1825 and to the many similar instances that this ‘history’ 
shows. 

Sir George Bolton, chairman of the Bank of London and South America, Ltd., 
reviewing the bank’s activities for 1967 said: 


“The unmitigated disaster of the sterling devaluation has finally opened Pandora’ box 


and all the ills that can affect any monetary system are now winging their way through 
the world”. 


This may be Sir George’s interpretation of this mythological Greek tragedy, but for 
the monetary reformer this disaster took place towards the end of the 17th, century (see 
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AD 1694) and since then all the monetary ills that man has suffered in increasing 
intensity have been the result of the discovery and the privilege enjoyed by bankers to 
create new money to a ratio of about ten times their cash base. 

This and the many forms of ‘money misuse’ that followed together with the 
realization that the surplus American dollars held in private accounts in Europe could 
be used as an international currency, ensured the inevitability of the disastrous devaluation 
of 1987 which since then has led to the situation where every country in the free world 
has been forced to take defensive action to protect their currencies against the development 
of chaotic conditions. 

Therefore the Pandoran parallel seen through the eyes of the student of the ‘misuse 
of money’ sees Prometheus; the quick witted one (the banker) who attempted to deceive 
Zeus in the division of a sacrificial animal and the theft of fire from the gods. As a 
punishment Zeus ordered that all the temptations of humanity should be incorporated 
into a beautiful woman to be named Pandora, but had she been named Money this 
would have been a more apt name for this goddess of temptation. 

Pandora was taken by Hermes who was noted for his inventiveness, united with 
fascination, trickery and cunning (the financial operator) who introduced her to 
Epimetheus, the slow witted one (ordinary mortals) and she became his wife. Pandora 
brought as her dowry a box containing all the evils, troubles and diseases unknown to 
man. Epimetheus being unable to resist the temptation of opened the box releasing 
upon the world all mortal man’s woes, nothing was left in the box but hope. 

Thus Greek mythology shows us that the guile of Prometheus and his opposition 
to Zeus brought immense evil and suffering to mankind. 

1964.—The years have passed by and since 1957, the year of the Radcliffe Report, 
with no further questioning as far as the writer is aware been made in the House of 
Commons as to the impossibility of solving any of the great economic problems that 
are bedevilled by the instability of the world’s monetary system. 

In the Bank of England’s Vol. I. Memoranda of Evidence given before the Committee 
on The Working of the Monetary System 1957 (better known as The Radcliffe Report), 
under the heading The Control of Bank Credit in the United Kingdom: p. 9, we find 


the following matter of fact admission: 


“Because an entry in the books of a bank has come to be generally accepted in the place 
of cash (1.e., credit). thus a bank may pay for a security purchased from a customer 
merely by making an entry in its books to the credit of that customers account; or it 
may make an advance by means of a similar entry. In either case an increase in its 
deposits will occur.” 


Encapsulated in that statement lies the reason as to why the central authorities are 
virtually unable to maintain a balanced economy, In the Radcliffe Report p. 134. para. 
39Q: we read: 

“For if we are right in believing that the level of total demand is influenced by the 

lending behaviour of an indefinitely wide range of financial institutions, and not just 

by the monetary supply, it might be supposed that we should substitute for the traditional 
control of the money supply a complex of controls of that wide range of financial 
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institutions. Such a prospect would be unwelcome except as a last resort, not mainly 
because of its administrative burdens, but because the further growth of new financial 
institutions would allow the situation to continually slip from under the grip of the 
authorities”. 


It is the monetary reformer’s case that if the authorities had control of the monetary 


supply the fears expressed in the above quotation would not arise. 


Therefore, it is of great importance that we record the further attempts by Captain 


Henry Kerby, MP, to bring to the attention of the nation that the only way in which 
the problem of the money supply could be solved was to return the issue of money in 
all its forms to the Crown. It would then be put into circulation free of all debt and 
interest payments. Captain Kerby was one of the witnesses who gave evidence on this 


subject before the Radcliffe Committee in 1957. 


In the House of Commons on the 14th of January, 1964, Captain Kerby put down 


the following Motion. 


“The Emission of all Means of Exchange” 


“That this House notes with approval the patriotic actions of Mr. Wickliffe B. Venard, 
Senior, Lieutenant-General P A. del Valle, Mr. Jerome Daly and other Americans in 
presenting a legal complaint to the United States Courts whose purpose is to enforce the 
issue of money only by Congress in accordance with the Constitution, thus preventing 
the further emissions of the means of exchange by private financiers as a debt at interest 
and for their sole benefit at the cost of the State and people, the money to be issued 
constitutionally and as a public service, and to be spent and not lent into circulation, 
thereby removing an immense and illegal burden on the nation and unjustified private 
control over public and private life through the control of all money and its values and 
distribution; and calls upon Her Majestys Government to do likewise and return to the 
sovereign power and duty of coinage, and emission of all means of exchange, in accordance 
with ancient traditions, to Her Majesty the Queen.” 


On 22 December, 1964, Captain Henry Kerby M.P, put down the following 


further Motion in the House of Commons, relating to 


“The Emission of All the Means of Exchange’ 


“That this House considers that the continued issue of all means of exchange be they 
coin, bank-notes or credit, largely passed on by cheques by private firms as an interest- 
bearing debt against the public should cease forthwith; that the Sovereign power and 
duty of issuing money in all forms should be returned to the Crown, then to be put into 
circulation free of all debt and interest obligations, as a public service, not a private 
opportunity of profit and control for no tangible returns to the British people and that 
the volume of money be controlled so as to maintain stable prices: 


“That the nationalization of the Bank of England did nothing to solve this problem 
as the bank only serves a subsidiary purpose and almost all money is still created out 
of nothing by a mere book entry by private banks: 
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“That the aims of those who want to assure private property and free enterprise, as well 
as those who want to protect the British people from unfair exploitation, would be best 
served by restoring the power of issuing money to Her Majesty the Queen, in accordance 
with ancient tradition and law, as is also demanded by the American Constitution 
which gives the right of issue solely to Congress, so as to assure the State and Nation 
the benefits of that emission and relieve them of the immense and growing burdens of 
a parasitical national and private debt; and to make certain that control passes to the 
taxed and is taken out of the hands of the present hidden and unlawful beneficiaries 
of taxation, much of the proceeds of which they collect as interest on all money and 
immense debts. And, therefore, this House calls upon Her Majestys Government to 
introduce the required legislation, to assert the proper sovereignty of the Queen in 
Council in this most important of all sovereign functions, to assure unprecedented 
prosperity with true sovereignty and liberty”. 


1971.—During June 1971 the authorities of the Group of Ten faced with the 
alarming growth of Eurocurrency made the first concerted effort to control this juggernaut 
by the Central banks stopping the deposits of additional official funds in the market 
and, if need be, to withdraw funds, but action of this trivial nature could have but litrle 
impact upon the vast total of Eurodollars held in Europe which had now grown from 
their initial $1,000 million U.S. dollars held in 1959 to the staggering total of 
$66.000,000,000 Eurodollars in a period of twelve years. 

Put another way. In this total, to my mind, there must be a sizable proportion 
which is the result of Eurocurrency being used by the banks to create new money. Thus 
this immense flow of Eurodollars “winging their way through the world” is equal to the 
total money supply of France. 

Still the economists, politicians and bankers pretend they do not know, or choose 
to ignore, the real causes of the rapid escalation of inflation. This international abuse 
of money, is the same as that practised by bankers within the State, i.e., the creation of 
new money upon the cash in their tills, but at least within the State, governments have 
some control when faced with an emergency, whereas, internationally the bankers have 
the bit between their teeth and governments seem at the moment powerless or unwilling 
to stop their disastrous debt creation. 

Because Eurodollars can become Eurocurrency and because when they come into 
the hands of the bankers, the bankers in turn can then make additional loans; what must 
be remembered is that all these loans then become deposits in their books. And as I have 
shown, this money can then be re-loaned and once again becomes another deposit 
which again is used to add to the already top heavy superstructure of bank created 
money. 

It is, therefore, this process, endlessly feeding upon itself that creates the flood of 
money ever seeking the centres of highest interest return, which presents the continuous 
threat to the stability of the nation’s price level, i.e., that of inflation, and with it “The 
Threat to the Survival of True Capitalism’. 

We now can see that near full employment is an impossibility under the present 
monetary system and that the only way the nation can achieve its full potential is to 
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discard the system which has proven faulty, time and time again; and turn from the 
concept of a National Debt to that of a National Credit. Thus instead of the private 
banking system bringing over 90 per cent of the nation’s money supply into circulation 
as debt saddled with perpetual interest payments the National Bank would spend into 
existence the total money supply as legal tender free of interest charges. 

By 1974, the Eurodollar market had reached the fantastic figure of about 
£140,000,000,000 with interest demands as high as 13 per cent. What is a Eurodollar 
it to a deposit of an American dollar in a non-American bank. How did these American 
dollars come to be in non-American banks? They were the result of the government of 
the United States issuing government bonds which were bought by the banking system 
through the creation of deposits. Thus it was this immense pool of U.S. dollars around 
the world that was seen by the merchant-bankers of the City of London as a new 
monetary instrument which they used and they became known as Eurodollars. This 
inevitably brought a flood of American banks to avoid the restrictions the U.S. government 
was imposing on their deposits. By 1973, nearly all European governments and the 
American government were forced to introduce various safeguards against the threat to 
the monetary stability. But what happened? The bankers turned their attentions to the 
rest of the world, especially Africa, South America and areas of Asia, the so-called Third 
World was also inundated with their loans. Even the ‘Iron Curtain’ countries seeing the 
opportunities of vast loans with which to buy goods from the hated capitalist system got 
in on the act. One is filled with foreboding when we read that in 1970 between 
8,000,000 and 10,000,000. Eurodollars has been lent as Eurobond issues and a few 
large scale crashes on the scale of Penn Central Railway could seriously rock this pile 
of paper. Professor Milton Friedman of the Chicago school of money supply contends 
that the Eurodollar system is a multiple creator of credit in a similar way to banking 
within a State. 

A study of the Radcliffe Report will show how the Government is trying to control 
the activities of the bankers. This they showed to be well nigh impossible and so one 
realises that the great threat to the stability of the Western world is the result of 
uncontrolled actions of the international banking system. It is my belief that because the 
authorities of the countries concerned, especially in Western Europe, failed to grasp the 
significance of what was happening, they have landed themselves into such a position 
that the bankers could not care less as they know that the ramifications of their web of 
money spinning is so widespread that in the event of a crisis of confidence in the 
Eurodollar market that the Central Banks will support the commercial banks within the 
State and so we shall find as with all past banking crises, the State must step in and save 
the nation from the follies of the bankers. For the present this has been staved off by 
the banks making further loans to enable the debtor countries to pay the interest. 
Fantastic, is it not? Yet we are told that all governments fear the consequences of 
inflation. If they do, why do they not take this power of money creation from the 
private institutions? Therefore, if the threat to the continuation of our way of life is one 
of inflation leading to the destruction of the currency, or deflation, i.e., unemployment, 
it is a terrible indictment of the present monetary thinking to push the M.L.R to record 
levels which enhances the activities of those that profit by money creation and destroys 
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the will and efforts of those who actually create the wealth which alone can make for 
the stability of the nation. 

By November 1979, the volume of Euroloans put up by syndicates reached a 
record of $34.36 billion dollars in the third quarter of 1979 making a total for the first 
nine months of $81,000,000,000 (81 billion dollars). In step with inflation these increased 
loans flow year after year from this uncontrolled Eurodollar source. Thus the Arab States 
depositing over £50,000,000,000 of petrodollars this year into the hands of the private 
banking system have made the Western nations responsible for the banker's activities. 
These immense sums of money moving about the world’s markets in search of the 
highest interest point must inevitably reach the position of the sheer impossibility of the 
debtor nations to meet their interest payments. As we are aware, many of the Western- 
world’s banks must be approaching the limits of lending. So how can the creditor 
nations of the West defend themselves against the repercussions that would ensue should 
they be faced with massive defaults of the debtor countries? Very little, in my opinion, 
as the “only free major unregulated market in the world” — is fairly established, “It has 
built a distributive system and a capital to ensure its survival”. So says Joseph Galazka*° 
in a report by Nigel Dudley (Financial Weekly 15/8/80). Mr. Galazka thinks that the 
Eurobond market could be in for a difficult six months, but he thinks the primary 
Eurodollar market has not been truly profitable for the last two or three years (Italics 
mine) I would urge my reader to study the implications of Nigel Dudley's report. Robert 
McNamara, president of the World Bank, has warned of the risk that the developing 
countrie’s deficit may be in the region of $61,000,000,000, this year Already, we are told 
that the developing world uses four-fifths of fresh loans to finance existing debts. This 
is the responsibility and burden the OPEC countries should have carried, but instead 
the developed countries have allowed this highly dangerous situation to become their 
responsibility simply because they have no real control over the activities of the bankers. 
As the world depression deepens and further loans to pay the interest on past debts are 
not forthcoming the banking system will, indeed, be in trouble and so will the Western 
governments for permitting virtually unrestricted debt creation proving therefore, that 
‘the surest and most subtle way of destroying a nation is to debauch its currency”. Thus, 
as we see, it will be through the activities of the money-capitalist that producer-capitalism 
will be destroyed, thereby, paving the way — as the result of the disillusionment of the 
people — for the Socialist state. It has been said that governments are powerless in face 
of the magnitude of this challenge to their responsibility to their peoples. If this is so, 
then the ultimate disaster is inevitable. 

Thus we saw during the 1950’s and 60’s the inauguration of a series of ‘impostor 
capitalist’ developments that would sow the seeds of the disastrous inflation which has 
placed Britain in a highly vulnerable position. 

The growth of Hire Purchase. 

The introduction of Local Government Bonds. 

The Eurodollar Market. 

The Sterling inter-bank market. 

Sterling Certificates of Deposit. 
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For the finest exposition of the terrible damage the Eurodollar had inflicted upon 
the world economy by 1975, I would urge my reader to study The Bankers: by Martin 
Mayer.?! In Chapter 17 — The Uses of Euodollars — (my dream money for bankers come 
true), Mayer pulls no punches in describing how these uncontrollable monetary 
instruments manage to defy all efforts of governments to exercise any sound regulatory 
controls, In Chapter 19 —- Conclusion — Living on the Edge of an Abyss ~ Mayer spells 
out the dire penalties that await a world awash with interest bearing bonds based upon 
the Eurodollar. 

“Ultimately” says Mayer “some way will have to be found to sterilize these immense 
dollar balances held outside the United States (p. 544) “The two great interrelated pathologies 
are, of course, our desperate inflation and the ruinously high interest rates that accompany 
it” (p. 524). Thus says Mayer “The high interest rates necessarily increase the share of the 
nation’s production, that goes to the rentier class — the people who have the money on which 
they can earn a fantastic return at the expense of the rest of society” (p. 525). The tragedy 
of the world’s present monetary system would not have arisen if, as Martin Mayer points 
out, quoting Congressman Wright Patman — “Under the Constitution it is the right and 
the duty of Congress to create money. It is left entirely to Congress. Congress has farmed out 
this power — has let it out to the banking system” (p. 22). Therefore, this thesis — The Other 
Road to Serfdom — shows that Keynes in his The General Theory demonstrated that all 
these problems would arise so long as the issue of the nation’s money supply was left 
in the hands of a private, unregulated, banking system. 

As Sir Roy Harrod put it in writing his — Life of Keynes-Keyness — in reference to 
his proposal in 1943 for an International Clearing Union. 


‘We need a quantum of international currency which is neither determined in an 
unpredictable and irrelevant manner, as for example, by the technical progress of the 
gold industry, nor subject to large variations depending on the gold reserve policies of 
individual countries; but is governed by the actual current requirements of world 
commerce and is also capable of deliberate expansion and contraction to off-set deflationary 
and inflationary tendencies in effective world demand” (p. 526). 


Mergers. It is my hope that by using a book on the subject of Mergers that I can 
bring to the attention of my reader that nowhere will you find any direct questioning 
of the method by which the banking system creates new money on which the financial 
institutions are able to create the bewildering assortment of ‘monetary instruments’ 
which make so many of these mergers possible. 

The book I have chosen for this purpose is Merger Mania® by William Davis. In 
it we are presented with a somewhat racy and typical journalistic approach to the subject 
of mergers and takeover bids. It is not to be wondered at that the workers within their 
trade unions are saying “if this sort of money can be made by producing nothing, what 
should our fair share be considering we produce the real wealth? And, of course, they 
are right. 

Take for example this report which appeared in the Daily Telegraph (20/6/72) and 
in my opinion just the sort of revelation calculated to widen the gulf between workers 
and ‘capitalism’. “Investing £1,000 in Oldham Estates, Stock Conversion and Crown 
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Mines 20 years ago would have given him a capital value of £250,000 today. Even 
better, anyone who had the good fortune and judgement to pick up a £1,000 stake in 
Grand Hotels (Harrogate) now Grand Metropolitan Hotels, at 1.1/4p. (3d in those 
days) and the price Maxwell Joseph paid would now be sitting on a cool £927,000”. 

And still the opinion formers; economists, City editors and politicians avert their 
eyes from this and the many other vehicles by which the bankers get their fictitious 
money into circulation bringing with it the inevitable inflation which they are always 
telling us must be stopped as it will lead us to a disastrous end. 

One can understand William Davis’s position as a City editor and although one 
detects certain misgivings of the part played by the merchant bankers in these vast 
‘paper’ gambles, nowhere will you find any questioning of the fact that they have the 
power and privilege of ‘money’ creation with which to build these financial empires. 

On page 1 of Merger Mania we read “Two and two make five” and-that is the basic 
industrial logic behind this fascinating boom. Davis is, of course, referring to what | 
would prefer to term the compulsory take-overs by the financial operators advised and 
supplied with money and the necessary paper instruments by the merchant bankers to 
which the small trader and manufacturer fell victims in great numbers during the 
1960's. 

Even large companies were and are constantly under threat. Just how much this 
monstrous nightmare game of financial poker has cost the nation in terms of the fifth 
digit in the ‘two and two make five’ formula will, no doubt, be studied fully in the 
future for as every schoolboy knows two and two make four and can never make five. 
Only the banking system can perform this apparent miracle. All that is needed is the 
conviction that inflation is inevitable and armed with a virtually inexhaustible supply of 
money supplied by the bankers standing behind these financial operators, which unless 
stopped by a government alarmed at the final outcome, will eventually gain control of 
the nation’s production in the private sector. 

But can we look to our members of Parliament for an alternative to this great 
privilege? I would doubt this very much indeed as there are a great number of members 
of Parliament that are connected in some way or the other with banking and finance 
houses. For instance: who would suspect on reading the entry for Edward Heath in 
Who's Who, that he was once a merchant banker with Brown Shipley, or if it had not 
been for the scandal that blew up over the fantastically high interest rate charged for 
second mortgages would the man in the street have associated the names of James 
Callaghan, Jeremy Thorpe and George Thomas as being directors in banking concerns 
that operate this monstrous system of usury. 

It is this ‘impostor-capitalism’ and the many forms it takes which is the “unpleasant 
and unacceptable face of capitalism” and Heath with his colleague Peter Walker appear 
to me when faced with the ever-present threat to ‘true-capitalism’ by these impostors as 
being somewhat in the position of poachers turned game-keepers. It certainly makes 
clear the reason for Ted Heath's pro-Socialist European stance with all that that entails: 


A Private Central Bank which will appoint all governments and set borrowings within 
rigid 3 per cent guidelines. 
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We read in Merger Mania “That the Labour government actively encouraged this 
trend”. This it would seem raises a paradox in Socialist thinking, i.e., the encouragement 
of mergers which means super-capitalism leading to the ultimate imposition of 
monopolies. 

Therefore, I believe the answer to this paradox to be that instead of a frontal attack 
to eliminate the small trader and the thousands of small manufactures by direct 
nationalisation they have — if not always apparent — encouraged the ‘urge to merge’ 
while at the same time paying lip service to their concern by references to the Monopolies 
Commission. In other words ‘Socialism by Stealth’, for by the method of the take-over- 
bid the ‘wicked capitalist system’ will have eventually gobbled up all the smaller companies 
and we shall be left with about twenty giant conglomerates by the end of the century. 

All this will have been neatly carried out in the name of efficiency, and, in the 
main, aided and abetted by the Tory party, it will then be ripe (once more) for 
nationalisation on the cry from the Socialist party that these great monopolies should 
be controlled by the State for the benefit of the people and not for private gain. 

So we shall see that by the method of the takeover bid we have a further example 
of how the newly created bank money is injected into the nation’s money supply. 
Furthermore, as there is no real control over these usurpers of ‘natural capitalism’ the 
very class which has been the backbone of the Tory party, the small trader and 
manufacturer, is gradually being destroyed. 

This ever constant search by the bankers for new ways to inject this lethal tender 
which they create out of nothing and at tiny cost, into the economy must bring about 
further inflation as the interest payments they demand on this new money must be a 
demand on the real wealth of the nation. 

What a tragedy this is for ‘true-natural-capitalism’; for instead of the savings of the 
people and the profits of industry being used to create further wealth we find the 
indebtedness caused by the creation of bank money must produce a situation where ‘too 
much money is chasing too few goods’ leading to a rampant inflation and the ‘debauch 
of the currency’ which as Lenin saw was the surest way of disrupting the capitalist 
system. 

A terrible example of this unbridled expansion of the money supply came in 1972 
brought about by a Tory government faced with the problem of a million unemployed 
and the misinterpretation of Keynes's theory that money injected into the economy will 
automatically create work. It failed because they ignored that which Keynes had laid 
down as the necessary conditions for success of his theory to cure unemployment. 

It failed because a great deal of the new money created by the bankers flowed in 
the direction of the ‘safe havens of investment’, i.e., government securities, local 
government bonds, property trusts, unit trusts, takeover bids, etc., etc., the interest 
payments of which must be found by taxation or rates. As my friend David Pidcock 
discovered when he stood in the 1990 Bradford by-election for the Islamic Party of 
Britain, following the death of Labour's Pat Wall, that almost 75 per cent of every pound 
collected for the Poll-Tax, was squandered by Bradford Council on interest payments, 
a situation faced by all government organisations. His slogan was “Forget Rushdie Down 
With Satanic Purses” Eventually, this must be self-defeating as industry ~ the producer 
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of the real wealth — is starved of the capital it needs to produce the goods to match the 
demands of the newly created (irresponsible) money. 

We witnessed in 1972 a terrible example of the price to be paid for the reckless 
expansion of bank money by the upward rush of house prices and the burden of interest 
payments that it represented. This straight-forward example of the cause of inflation 
illustrates quite clearly that practically all of our economic problems are the result of the 
refusal to acknowledge the simple truth that if someone gets something for nothing 
fraudulently, then somebody must be the loser and so the heavy debt incurred by the 
purchaser of a house on a mortgage (or death-grip) must seek higher wages to meet his 
increased liabilities. 

As we can see inflation is the result of a fault in the money system AND NOT 
the workers demanding higher wages. Therefore, any attempts by the authorities to 
safeguard the value of the interest payments created by bank money by an attempt to 
introduce a “PRICES & INCOMES POLICY” must bring increasing bitterness from 
the creators of new wealth — i.e., the workers, both of the blue and white collar varieties. 
To quote Enoch Powell at a Conservative women’ rally in Birmingham on the 9th of 
June 1972: 


“Inflation led to the disruption of society by setting one section in antagonism to 
another.” 


The political correspondent of the Daily Telegraph the following day had the following 


comment to make: 


“Coming on top of the speech in which Mr. Campbell Adamson C.B.I. Director- 
General, showed sympathy with the trade unions caught in an inflationary spiral, Mr 
Powell’ arguments will give Ministers cause for anxious thought.” 


One can only hope that Mr. Campbell Adamson represents a growing number of 
industrialists who might at last be coming to see that the workers cannot be held 
responsible for inflation and that they will pursue their enquiries in the direction of the 
excessive money supply and the way it is used. 


As the City editor of the Daily Telegraph put it on June 9, 1972. 


“Having abandoned “qualitative” control over bank lending, and incidentally assisted 
the sharp-witted “pioneers” of the City of whom it is now critical, the Bank of England 
has had to stand helplessly by while the money it was creating flowed into property and 
stock exchange dealing. New paper fortunes have been made; prices. notably — of land 
and property have been forced up and the temperature in the greenhouse raised ~ all 
for little real economic benefit. Probably the opposite since the spectacle of apparently 
speculative money-grabbing and the inflation of land and property values do not make 
easier to resist the wage and salary claims of employed millions”. 


Indeed, there is a great deal more that is well worth the student of the present 
dangerous inflationary situation to mull over in the article referred to above and, there 
is no doubt, the writer has every cause to be so highly critical as from his window on 
the City he observes, as did, a number of his colleagues. As Patrick Hutber, writing in 
the Sunday Telegraph 12/13/72. put it: 
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‘to the concern of bids over the past years or so, sometimes by people of the most 
dubious respectability”. 


And so, we find, among the terrible indictments the City editor of the Daily 
Telegraph has passed on is that which passes as a monetary policy the following, which 
I contend is the final stage of an inevitable inflation: 


“Many companies have borrowed money or increased their borrowing limits with 
their bankers. Few appear to have used it for solid industrial purposes. The real 
action has been almost wholly confined to what is politely called the financial sector 

- the wheeler-dealers of finance and property who have had a ball with cheap 

money and inflating price”. 

And so, to return to William Davis and the “Merger Mania”. We find nothing he 
has to say would give a clue as to where the power comes from that these men wield 
~ in fact nowhere in the 253 pages is it even hinted at — the power and the privilege 
to create “money out of nothing” but then one would not expect City editors to be so 
indiscreet as to let this most fundamental of all information to be brought to the public 
notice. Perhaps a clue to Davis's knowledge of the power of the merchant banker lies 
in this quote on page 188, where he discusses “today’s heroes” and the quickest way to 
the top by the means of a merger... 

I personally would try to join a merchant bank and in Chapter 14 where, as Davis 
puts it, “the take-over panels inadequacies were shown up very clearly, during one of the 
nastiest scraps of 1968: the battle for control of the News of the World”. The whole of 
this chapter and the story of warring tycoons indeed makes for heady journalistic 
reporting, but for me the real interest lies not in the facade names of Murdock, Maxwell, 
and Steinberg but the powers behind them: Hambros, Rothschild, Flemings and Brandt, 
as this whole set-up of takeovers is just one of the many false temples built by the high 
priests of the divine right of banking. But, William Davis (on page 208) concludes, the 
Maxwell-Steinberg saga was a blessing in disguise... 


“It had shocked the take over panel into instituting a wide-range inquiry into the whole 
position of merchant bankers and stock-brokers in relation to conflicts of interest, inside 
information, and deals based on prior information’....”But there are still many people 
who feel that the whole saga merely underlined the need for a Securities and Exchange 


Commission, on the American pattern. I am one of them.” 


Yet in spite of this judgement (and I take it that Davis meant it to be, condemnatory 
as we saw above he would to be a merchant banker). As he so cynically puts it: “My 
motto would be the oldest in the world: If you can’t beat them, join them”. Why? 
Because in an inverted way Davis is saying to us that the bankers are the most powerful 
people of all, but as I have pointed out he does not tell us why they must remain so. 

The activities of merchant bankers and other financial institutions in the field of 
trusts seems to me hell-bent for a repeat performance of the South Sea Bubble, The 
Great Crash on Wall Street and the Investors Overseas Service and should be giving 
great concern to all who think seriously of what this will mean to our hard pressed 
democratic way of life. 
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The danger signals were being hoisted and a warning coming from such a source 
as the London brokers, Myers and Co., should not be lightly disregarded. They think, 
to quote the Daily Telegraph 12.6.72, “that if demands for new investment trust money 
continue on the present scale the trust market as a whole may react adversely, and 
substantial sellers may appear”. 

Myers calculate that over the past year 24 new investment trusts have been formed 
bringing in equity funds of over £200 million. In addition these companies have obtained 
prior charge facilities amounting to a further £100 million. Total purchases by investment 
trusts last year were just over £1000 million. 

Already a quarter of that total has been committed by new companies alone in the 
first half of this year. They conclude that this situation sounds a warning note. Up to 
now the issues have been well absorbed, but if the present pace is kept up an increase 
in discounts could well be seen, “especially in the less marketable companies.” We well 
know from past experience that the first whiff of trouble in this vastly over-flated market 
would quickly lead to panic selling. 

But I have no doubt Myer’s warning has gone unheeded in the same way as 
Professor Galbraith showed in his book “The Great Crash 1929? for right up to the time 
finance houses continued to exact bewildering permutations of trusts to absorb the 
money they created. And so historians of the future will when studying the pages of the 
Daily Telegraph for June 18, 1972, come to the conclusion that there was manifestation 
of the lemming like madness that seizes masses of normally intelligent people that here 
was a way to make money without effort [and, at little cost and virtually no risk]. 

The roll-call of the bond and unit issues for the week of 12th June, 1972 shows 
this madness in full spate... 

M&G Property Bonds, for overseas economic growth; Slater Walker Financial 
Trust, Schroder Wagg Europe Fund, with special attention to Common Market stocks; 
Ebor Universal Growth Fund spread throughout the world and Tyndall Overseas Fund; 
Save and Prosper Balanced Investment Bonds; Fidelity Flexible Investment Bonds; Hambro 
Managed Bonds with their spread in equities, property and fixed interest securities and 
Abbey Selective Bonds. There are offers from A.M.P. Guaranteed Growth Bonds, Barclays 
Withdrawal Plan linked to the Unicorn “500” Trust London, Maximum Income Bonds 
and Slater Walker Annuity Income Bond. National Group of Unit Trusts and English 
Assurance offer units spread across property, banks, insurance companies, investment 
trusts and financial trusts and the Tyndall 3-Way Fund. Tyndall Performance Bonds 
devised in conjunction with Anthony Gibbs and Hill-Samuel offers units in its new 
High Yield Trust. 

On page 30 of the Sunday Telegraph 18/6/72, there appeared an article “Takeovers 
add to Italy's crisis” and lying beside is a letter from Richard Body, M.P., captioned 
“Putting a Value on Money”, and. what one can say in short is that we can never put 
a value on money so long as, to quote Richard Body: 


“That the more that is put into circulation the less valuable it becomes. Inflation is 
about the value of money; and even money loses its value if you increase the quantity 
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of it at the rate of 21 per cent per year without a proportionate increase in the countrys 
real wealth’. 


My reader will, I feel sure, see that faced with an annual increase of the money 
supply of this magnitude as the reason for the latching on to the flood tide of paper 
money the vast variety of unit trusts and the like and the great pressure on property to 
absorb it. We see how equities have failed “as the hedge against inflation” as industry 
showed increasing signs of difficulty in making profits. 

And so, the bankers turned to the “safety” of “bricks and mortar” and even specialized 
trusts appeared in which the fine arts are presented as a safeguard for the value of money, 
and of course, land. As this cannot be created it is obvious that here the pressure of bank 
created money would show itself in its worst form. 

Therefore, it is not to be wondered at that such a monetary system is sowing 
increasing disillusionment and sectional hostility within the nation as the gap between 
government and governed widens. When we look out on the international scene this 
mad “urge to merge” and its resultant giant corporations which must ultimately bring 
a conflict of interests between the nations as they each seek to safeguard themselves 
against these great monopolies, whilst pursuing their own impossible national desires to 
establish a positive balance of trade. 

My final quote from William Davis's “Merger Mania” puts into words the sort of 
thinking which I consider must be a disastrous road for democracy to travel along and 
as much of this in the name of ‘growth’ which translated into the monetary reformers’ 
language means ‘malignant cancerous growth’ leading to increasing indebtedness, inflation, 
and unemployment. 

On page 172 we find “The idea would be to promote a new kind of super-merger 
between, say, British, French and German electronics companies, backed by massive 
government help. Such a giant would unify its research and development, and use the 
Common Market as a base for carrying the ‘invasion into the U.S. market itself - We 
would carry the fight right into the enemy's camp. In ten years’ time the American 
public might be even engaged in a vigorous debate about the “great European take- 
over”. 

To merge nationally to gain control of the country’s markets and then on to a 
European basis to fight the United States and Japan to what sort of world is this 
maniacal dream of the international financier leading us? 

One thing is absolutely certain: it is the antithesis of everything that Adam Smith 
and Keynes showed to be in the interests of the total community. 

1970.—Export Trade Credits. Here we have a further illustration of Adam Smith's 
reasons as to why — “A trade which is forced by means of bounties and monopolies may 
be, and commonly is, disadvantageous to the community in whose favour it is meant 
to be established.” 

In September 1970 the total failure for export trade credits outstanding amounted 
to £2,422,000,000.4 Of this sum about half was loaned direct by the banking system. 
The other half by the exporters, of whom there can be little doubt, also used bank- 
borrowed money. Patrick Delaszlo writing on this subject at the time said: 
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“One can only assume that the authorities did not realise what was happening or else 
that they were reluctant to admit that Export Trade Credits had become the principal 


cause of Government Overseas debt”. 


This Overseas Debt in 1970 amounted to some £1,611,000,000 and was incurred 
mainly as the result of: 


“The Outflow of foreign currency to pay for our imports exceeded the inflow of foreign 
currency from exports because part of the exports was supplied on credit. The difference 
was found by drawing on our gold and currency reserve at the Bank of England which 
the authorities automatically ‘topped up’ by government overseas borrowing” ** 


Appalling as Delaszlo’s case is, and I urge my reader to study his findings, the 
figures for the year ending March 1973 show that the Export Credit Guarantee 
Department paid out a record £32,000,000 to compensate British exporters as the result 
of foreign customers’ failure to meet their payments. Even this figure pales into 
insignificance when we read that the ECGD, indebtedness to the banks for interest 
payments, alone are increasing at the rate of about a million pounds per month on fixed 
rate export credits and that the banks are now lending about £2,000,000,000 in export 
finance. By March the sum paid out by the ECGD had reached the figure of £67,000,000 
and by March 1980 figures released by the Government showed that Poland and Rumania 
alone are likely to cost the ECGD over £250,000,000 by the end of the year. Furthermore, 
it was shown that the ECGD liabilities for Poland and Rumania including interest 
amounts to around £1,600 million. Thus, with £120,000,000 cash reserves in the form 
of deposits with the Consolidated Fund with which to meet these and other liabilities 
as the recession forces more and more countries to default on payments it looks as if 
the British taxpayer will be forced eventually, as so often in the past, to meet the costs 
of these ‘exports on credit’. 

As the government auditor pointed out to Parliament, the ECGD has a statutory 
right to draw on the taxpayer’s funds if it cannot meet these claims out of its own 
income and reserves. 

Therefore as I have pointed out elsewhere, and Loftus made clear in his book A 
Main Cause of Unemployment which he sub-titled ‘An Indictment of Our Foreign 
Investment’, these enormous sums of money as quoted above represent real wealth 
produced in this country and exported on credit and safeguarded by the ECGD for 
which we have received no imports in exchange that would have improved our standard 
of living. What follows this folly, as Loftus proved, is unemployment, as the only way 
the interest can be paid by the borrowers of these vast credits is for them to export to 
us the production of those very machines we supplied on credit. 

Thus the long depressing list of firms that have been forced to close down, or are 
fighting off the threat of closure, is the indictment of the system that Adam Smith 
exposed as fallacious. 

Generations of economists and politicians have supported this system of exporting 
real wealth on credit on the pretence that it represents free trade. Thus this great illusion 
coupled with its twin — bank created money — throws the ‘true capitalist’ system every 
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few years into a crisis situation which the Left sees as proof of the inevitable failure of 
capitalism. 

We read in the Daily Telegraph (19/8/77) that the government was forced to act 
to curb the imports of shoes. Immediate restrictions on imports from Taiwan and 
licensing of imports from many other countries including Russia, India, Hong Kong, 
Brazil and South Korea. What is certain is that the pressure will grow for the protection 
of indigenous industries from such a flood of imports. Taiwan alone sent 2,300,000,000 
pairs in 1974, 9,300,000 pairs in 1976 and 10,200,000 pairs in the first six months of 
this year. In all last year the British shoppers bought 256,000,000 pairs of shoes, 
71,000,000 came from outside the Common Market. 

This is the desperate plight that faces many of our industries confronted with 
competition from low-wage standard countries equipped with the most modern machinery 
supplied at the expense of the British people. One can see if the government is forced 
to place more and more restrictions on these imports to prevent the total collapse of 
these highly vulnerable industries the countries concerned will be unable to meet their 
interest payments. Therefore, these immense shipments of real wealth might just as well 
have been sent to sea and, as The Times put it: “sunk in the Adiantic”, for if we cannot 
take their goods as interest payments the capital equipment we shipped on credit is 
virtually a write off, or as we have seen these cancelled interest payments are met by the 
ECGD. This example of the results of bank created money shows, as do the many others 
in this ‘history’, where the Threat to the Survival of True-Capitalism lies. And so, Adam 
Smith’s hoped for true free trade between nations instead of mercantilism, which he 
showed so clearly was detrimental to the well-being of the nation, has never been 
realised. 

The following information, from the Daily Telegraph (3/11/76), shows the terrible 
burden the British people have to shoulder. Lazard Brothers (Merchant Bankers) 
announced yesterday another big loan for Korea, £13,000,000 backed by the ECGD 
with funds from Barclays Bank to purchase machinery in Britain. So far this year 
Lazards has arranged finance of £52,500,000 for Korea to buy capital goods and services 
from Britain. Since 1967 Lazards has raised credits for Korea of over £125,000,000 
which includes Eurocurrency loans. 

What follows from this folly? British shipbuilders, textiles and electrical companies 
must, indeed, be getting very worried over Korean price cutting and we now learn that 
they are entering the car exporting business. 

What it equally alarming is the attitude to this threat from a wide range of British 
governments, both left and right. 


“Mr Edmund Dell, Trade Secretary, speaking in London urged exporters to step up 
efforts to take advantage of Korea's plans to double imports to £12,000,000,000 dollars 
by 1981”. 


In other words, to step up the pace of the destruction of British industry 


It will be seen by these examples that ultimately the currencies of the free world 
must collapse as interest payments on these vast sums of bank created money are 
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demands on the real wealth produced by the nation. Therefore, again we see that 
inflation could have been avoided if the State had issued the nation’s money at a near- 
zero rate of interest. 

Thus the inflationary disaster which threatens the very foundations of democracy 
can be avoided if economic thinking heeds the conclusion of the two great intellects who 
illustrated that money in itself is worthless, but is the indispensable medium of the 
exchange of goods and services. Because of this great power that lies in the creation of 
money both Ricardo and Keynes concluded that the interest rates should be at near zero. 
Ricardo, as we have noted, made it quite clear that he considered that only a State Bank 
could do this. 

The following quotation from Professor Soddy’s book — Wealth, Virtual Wealth and 
Debt is a brilliant and penetrating analysis of the way in which the banking system has 
usurped the prerogative of the Crown with regard to the issue of money and corrupted 
the purpose from that of an exchange medium to that of an interest bearing debt. 


“Banks create and destroy money arbitrarily and with no understanding of the laws 
that correlate its quantity with the national income. They have been allowed to regard 
themselves as the owners of the virtual wealth which the community does not possess, 
and lend it and charge interest upon the loan as though it really existed and that they 
possessed it. The wealth so acquired by the impecunious borrower is not given up by the 
lenders, who receive interest on the loan but give nothing up, but is given up by the 
whole community, who suffers in consequence the loss through a general reduction in 
the purchasing power of money”. 


1970.—Although credit cards have earlier beginnings with the American Express, 
Diners Club and Barclaycard (1966), their contribution to the slide into indebtedness 
of many people in the middle class category did not get under way until about eight 
years ago. It was then that Lloyds, National-Westminster, Midland and Williams Glyn 
sent through the post two and three-quarter million credit cards carrying the name 
Access. This must have been a misprint, for, surely it should have been ‘Excess’. 

The result is today we find there are about 10,000,000 of these inducement to 
spend beyond one’s means in circulation. Instead of cash they were used in 1979 to buy 
goods and services to the value of over £2,300,000,000. Therefore, credit card growth 
is just one more example of those financial expedients that the Radcliffe Committee 
considered: 


“would allow the situation (money supply growth) to continually slip from under the 
grip of the authorities” (Para. 342). 


This vast sum of credit card spending behaves in exactly the same way as coins and 
notes, but is not included in the MO definition of the money supply. No wonder the 
government's monetary policy is out of control. 

Well might we sigh and say “and borrowing dulls the edge of husbandry”, as we 
learn from the Monopolies Commission report on credit cards that the year 1978 saw 
72 per cent of Barclaycard balances in the red and for 1979 Access balances were 69 per 
cent in the red. This of course was the objective of the exercise; debt. We learn from 
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the Commission that Barclaycard collected in charges over £34,000,000 and Access over 
£39,000,000. Thus the interest rate for these loans was the equivalent to an annual rate 
of 23 per cent, which today is over 30 per cent. 

Furthermore, as would be inevitable, we find that Barclaycard and Access showed 
in the accounts a sum of £1,900,000 and £1,500.000 respectively for bad debts. We can 
be fairly certain that it was covered by increased bank charges all-round therefore, 
throwing an additional burden on the prudent spender. Likewise with the charge of 5 
per cent the banks levy on the retailer for servicing these credit card transactions. The 
retailer faced with the loss of profit of 5 per cent makes provision for its cover by an 
additional overall mark-up in the profit margin on his goods. Therefore, we find again 
that the prudent spender of cash is penalised by this extra cost. Thus we have a situation 
somewhat similar to the scandal of indexed linked pensions where the general community 
through taxation had to find in 1979 the sum of somewhere in the region of 
£2,500,000,000 to cover the increase of these pensions. 

With a monetary system such as we have is burdened with it is inevitable that it 
will spawn such travesties of financial expedients which make inflation uncontrollable. 
Therefore one is filled with dismay when we learn that the banking system looks 
forward to the time when the ‘working class’ can be induced to have their wages paid 
into the banks. 

As with the banking system's growing control of personal spending, so we find that 
industry, as the result of excessively high interest rates which has enticed savings into 
property, central and local government securities, etc., thus denying them of the capital 
they need, has been forced increasingly into the grip of the banks by borrowing in the 
form of overdraft or loans and, as the punitive interest rate charges the past years, or 
so, have brought them to the verge of bankruptcy they have turned to factoring. And 
so, we read the bank’s control through their subsidiaries over half of this new and 
lucrative form of money lending. Therefore, a further example of the inability of the 
authorities to control the nation’s money supply slipping from under their grip. By the 
end of 1979 this new financial expedient with all the disastrous implications it carries 
for the continued health of true capitalism, had risen to over £5,000,000,000. 

The massive profits made by the banks during the past two years has put them in 
a powerful position in the leasing market. We are not, therefore, surprised to learn that: 
“the clearing banks will be bound to consolidate their hold on business. It is in the 
power of the banks to provide the necessary tax shelter for the customer”. (Mr. R. 
Barnes, chief executive of National Westminster’s subsidiary —- Lombard North Central). 

Although the history of the ‘misuse of money’ can be extended in all directions, 
I trust that major disastrous steps taken down the centuries will have made my point 
quite clear as to why ‘free-enterprise’ (presumably that which is meant by true capitalism, 
i.e. people's savings and profits from creative industry ploughed back into business) 
cannot survive the demands of the increasing indebtedness laid upon it by a system 
which permits the virtually unrestricted creation of paper money. 

1973.—During the time I was concluding my brief chronology of the ‘misuse of 
money’ the Arab-Israeli ‘October’ war broke out which resulted in a massive increase in 
the cost of oil and, therefore, adding enormous extra sums of money to the world’s flow 


A CHRONOLOGICAL OUTLINE OF THE MISUSE OF MONEY 147 


seeking safe havens of investment has dramatically high-lighted within a period of six 
months or so the important factor which is always central to the problem of inflation, 
that of interest rates. 

As the Spectator pointed out (7/9/74) the sheer stupidity of the U.S.A. banks in 
pushing up their prime lending rates to 12 per cent and over, has added a staggering 
$6,000,000,000 dollars interest payments on the $60,000,000,000 dollars increase in 
oil costs. In my analysis of the past three hundred years of man’s economic tribulations 
I have attempted to show that they can always be traced to a basically faulty monetary 
system which, as William Paterson (the founder of the Bank of England) is reported to 
have declared: 


“The Bank (of England) hath benefit of the interest on monies it creates out of nothing”. 


Therefore, in my opinion, the problems posed by the Arab oil money are the same 
as those which have always bedevilled economic thinking as they will not bring themselves 
to see, as David Ricardo had shown, and over a hundred years later Keynes showed, that 
only through the issue of our money by the State can the nation be relieved of the 
burden of perpetual tax (interest payments) that bank created money demands. 

As all past economic crises have had their roots in insupportable interest payments, 
so the Arab oil money is no exception to the problem of inflation. 

If the rate of interest had remained fixed at the figure of 2 per cent (as Keynes had 
insisted was necessary to finance the last war if we were to avoid a rational debt of such 
proportions that it would have led to a monetary collapse) then with increasing 
productivity of real wealth prices could have been stabilized. 

We would then have avoided the inevitable demands by the workers for increased 
wages to meet the higher prices passed on by industry through the increased costs of 
borrowing. Thus, to my thinking, the most important conclusion that Keynes arrived 
at in his General Theory of Employment, Interest and Money was that: 


“effective saving is necessarily determined by the scale of investment and that the scale 
is promoted by a low rate of interest”. 


But he concluded: 


“that a somewhat comprehensive socialisation of investment will prove the only 
means of securing an approximation to full employment”. 


And again, sorry for the repetition, Keynes’s most telling remark, that it would mean: 


‘the euthanasia of the cumulative oppressive power of the capitalist to exploit the 
scarcity-value of capital”. 


However, from this, we see that Keynes, as did Adam Smith and Karl Marx, failed 
to identify the fourth class’: the banking system, which, I have endeavoured to show is 
not ‘true-capitalism’, but an alien parasite which, as the result of the powerful privilege 
they have arrogated to themselves, have placed them in the position to create money 
based upon the real-wealth created by ‘true-capitalists’, i.e., the savings of the people and 
the profits ploughed back into industry made possible by the overall efforts of the whole 
of the working population. 
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Therefore I consider that Keynes did great harm to the cause of monetary reform 
(which he had so ardently striven for all his life) by the use of that evocative word 
‘euthanasia. Had he separated ‘true-natural-capitalism’ from the ‘impostor-rentier- 
capitalism’ (i.e., the banking system and its financial off-shoots) the business world and 
industry would have seen that far from being the victims of ‘organised labour’ they were 
the victims of ‘organised, bank created money’ and virtually enslaved through the perpetual 
indebtedness it generates. Therefore the case I submit is that Keynes's solution to the 
problem of unemployment has failed because the authorities fastened on to his ‘deficit 
spending theory’, but have completely ignored his insistence on a near-zero interest rate. 

Thus the sterile conflict of opinions between the Neo-Keynesians and the monetarists 
who ignore this vital factor in the diagnosis of the causes of inflation. 

In spite of the overwhelming evidence of the impending break-down in the free 
world’s currencies, long before the Arab-Israeli ‘October’ war, the one lesson that should 
have been learned, still remained ignored, that the alarming increase in the world’s 
indebtedness in the form of worthless paper money and monetary instruments with 
their attendant ruinous rates of interest, must, sooner or later, bring about the destruction 
of the world’s currencies. 

What hopes can there be of avoiding world-wide debt repudiation? Under present 
thinking, none! For, as Michael Stewart observed in his book, ‘Keynes and After , during 
the problems of unemployment in the 1930's: “Governments were helpless. They did 
what the economists told them, and things got worse”. 

As I have stated above, Keynes provided the solution to the problem of 
unemployment, but not in time to save the world from the holocaust of the Second 
World war. Therefore, it is my plea to the governments of the free world while there 
is still time to prevent the destruction of the freedom we enjoy which a third world war 
would bring, is to implement Keynes's necessary ‘near-zero interest rate’ which is the 
only solution to the problem of inflation and unemployment. 

And so, in the prophetic words of Lord Bradbury (The Macmillan Report 1931) 


referring to the burden of interest: 


“If it goes far enough it will leave the producer with no motive to produce and in the 
end cease perforce because there will be nothing to transfer.” 


and continues: 


“If this is a true diagnosis it appears to me that the malady is too deep-seated to be 
removed by any manipulation of the currency or credit”. 


The prophetic nature of the foregoing quotation can be illustrated by the opinions 
expressed by Merratt and Sykes and opposed by Godley and Woods on the vexed 
question of inflationary cost accounting. For as Lord Bradbury had seen, the producer 
could be left with no motive to produce. 

Later on, Keynes was to show in his General Theory that the control of interest rates 
would be vital if the opposite evil of inflation was to be avoided. 

The following figures culled from the press, and one could compile a truly terrifying 
list, will illustrate the madness in full spate of the illusion that money in itself is wealth 
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and by printing ever-increasing quantities of monetary paper, and other instruments, the 
financial organisations (the ‘impostor’ capitalists) are loading the ‘true-capitalists’ (the 
producers of ‘real wealth’) with insupportable high interest payments which must mean 
that the producers are having to provide the money created with an ever-increasing 
proportion of their production which in turn lowers the value of wages bringing the 
inevitable demand for higher wages to keep step with rising prices. 

The Times, of 17/9/74, mentions that loans to developing countries, from the 
Eurocurrency market, may have reached a peak last year of more than $13,000, 000,000, 
but, the total sum borrowed by the developing nations last year is substantially higher 
than the $7,000,000,000 to $8,000,000,000 estimated to have been borrowed during 
the previous year. About 40 developing countries borrowed more than $9.000,000,000. 
during 1973; on a gross basis. This was more than twice the 1972 level. 

During the first quarter of 1974, publicised borrowing by developing countries 
remained large at about $3,000,000,000. says the International Finance Corporation 
(the private section of the World Bank). The I.EC. believes that total Euroloans to 
developing countries, including both syndicated loans, probably reached $40,000,000,000 
in 1973. 

The Times 23/9/74. Extract from a letter from Mr. E. P. Chappell. “The book value 
of stock at end/1973 for British manufacturing companies was of the order of 
£14,000,000,000 and their bank borrowings some £.7,000,000,000: with 20 per cent 
inflation, the requirement for financing stocks must therefore increase by some 
£3,000,000,000 this year merely to operate at the same level of business activity”. 


The Spectator 7/9/11 


“What businessman would want to raise new money at 15 per cent when he can 
sit in an armchair and buy the undated old Consols” at 15°/, per cent ex-dividend 
to yield 16 per cent gross in perpetuity?” 

As Harold Lever has remarked, ‘present interest rates are outrageous, dangerous 
and destructive’. 

And so we find the freeworld is enmeshed in a money lenders’ fools’ paradise. 
‘Debt-ridden U.K.’ has borrowed from abroad over $4,000,000,000 for the capital 
account of the public sector. In March, a Eurodollar loan of $2,500,000,000 and in July 
a $500,000,000 loan from Iran was arranged. Thus a total of $7,000,000,000 overseas 
official debt must mean something in the region of $700,000,000 a year in interest 
payments. I would urge my reader to study in detail Nicholas Davenport’s Spectator 
article from which I have quoted. 

There is not the slightest doubt that the key to the economic health of the world 
lies in the U.S.A. and for them, as for the rest of the free world, the urgent need is to 
control inflation. What hopes are there of ever achieving this aim when we learn that 
the Federal Reserve Board fears a decline in its ability to control credit and we find that 
since 1973 banks with deposits of $4,000,000,000 have ceased to be members of the 
board and in the first half of 1974, 26 banks with total deposits of $1,200,000,000 have 
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withdrawn from the control of the ER.B. whilst dozens of new banks are also ignoring 
the controls. 

It is not to be wondered at that the ER.B. is supporting a bill in Congress which 
would seek to control the reserve requirements of reserve members and non members 
alike. ‘However’, concludes the AP-Dow Jones New York report Sept. 74 ‘most State 
banking commissioners see the bill as an affront to their own authority’ (The Times 23/ 
9/74). 

In short, have the democratically elected governments the will to control the power 
of international banking? It would seem that they have not judged by the foregoing 
information, but probably the cynic might reply, surely you could not expect anything 
different as far as the U.S.A. is concerned. However, if we look at our own attempts to 
control the nation’s money supply we find that even under a socialist government, 
advised by a banker, they seriously considered the creation of a so-called ‘new source of 
funds for industry’ which was immediately dubbed the Lever Bank. 

What folly this is shown to be, for instead, as it can be clearly seen, this ‘Lever 
Bank’ should have been a truly State Bank whose sole objective would have been to 
bring down the interest rates. But, what do we find?. None other than the monstrous 
idea that the State, you and I, shall safeguard the private banking system in the extension 
of their already overstretched activities. 

In spite of the setting up of the Monopolies Commission in 1948 and flowing 
from this the Restrictive Trade Practices Act of 1956 and the Resale Prices Act of 1964 
with various updatings it would seem that the cause of the uncompetitive state of British 
industry must lie elsewhere. The main reason for this unhappy state of affairs is the 
demoralizing effect of the heavy load of taxation; the result of the National Debt, local 
government debt and industrial debt which all stem from our faulty system of money 
creation. 

A great deal of questioning has been developing during the past few years as to the 
overall effect that mergers are having upon the nation’s general competitiveness. It seems 
that the authorities are now becoming somewhat concerned and it would seem that the 
recent Green Paper — A Review of Monopolies and Merger Policy (Cmnd 7198) shows 
they have need to be. As the Green Paper notes, this problem is also of increasing 
concern for the Common Market countries and that Canada, France and Australia are 
taking steps to tighten controls over monopolies and mergers. The paper shows that the 
rapidly increasing market concentration had enabled by 1968 the five largest firms to 
produce 90 per cent more of the domestic net output in about a quarter of all individual 
product groups. 

To my mind, another great weakness of this concentration of control through the 
merger system is the influence of multi-directorships on decision making. Many 
explanations can be put forward in support of the need to merge: a company’s know- 
how, market position, concentration of product flows, factory assets, etc., but, in the 
main, I see them as the financial manoeuvres brought about by the increasing power of 
institutional management aided and abetted by the merchant bankers whose only interest 
lies in large concerns. 
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Furthermore, industry has suffered untold harm by the elimination of hundreds of 
competing firms in the illusion that by merging one could increase the overall efficiency 
of production. The Green Paper shows that since the latter part of the 1950’a mergers 
have been responsible for about fifty percent of the increase in productive and market 
concentration. The paper shows that mergers from 1963 to 1974 were in the region of 
1,000 a year and there is not the slightest doubt in my mind that they successfully 
achieved one of their objectives; reduced competition. The main objective of John D. 
Rockefeller, who is reputed to have said: Competition is a sin. 

The past few years have seen reduced activity in the merger field, no doubt as the 
result of the collapse of fringe banking, but we find in 1979 the old urge to merge is 
on the rampage once again. The struggle over the Consolidared Gold Fields, Decca with 
G.E.C and Racal as bitter rivals being of course the headline catchers. 

So, as the Daily Telegraph City page comments (8/2/80), there is: 


“More to mergers than sticking bits together.” 


Statistics published by the government show that during 1979 take-over activity 
was running at a furious pace. The figures show that 534 companies were taken over 
at the cost of £1,656 million. In 1978, 567 companies were acquired for £1,339 
million. In the last quarter of 1979 five deals alone accounted for the following 

Thorn purchased E.M.I. for £168,000,000 and G.E.C. bought Avery for 
£98,000,000. B.A.T. gained control of Mardon Packaging for £88.000.000. Lemas 
purchased Oil Explorations for £86,000,000 and Dalgetty gained control of Spillars for 
£71,000,000. 

As ‘City Comment’ went on to say that “The two great British disasters, British 
Leyland and British Steel, can attribute many of their problems to ill-considered mergers. 
Both groups contradict the thesis that if all British bits of an industry are stuck together 
they will thereby be better equipped to repel imports and seize new markets overseas”. 

One can only conclude that along the road, free enterprise will be driven into a 
bank oriented economy which will then in the guise of greater efficiency set to work to 
create more and more mergers thus eventually eliminating all competition (the only 
factor which justifies ‘true capitalism’). Thus, ‘impostor-capitalism’, through its merger 
scheming, will have created a situation equivalent to the Socialist demand for the 
nationalization of all means of production and distribution. 

The threat to the survival of true-capitalism comes, therefore, from international 
banking and its financial associates, who, owing no allegiance to the State, will have 
achieved the same results as Socialism: the demise of free enterprise without which 
democracy will perish. 

1974. The following reference in this Outline of the Misuse of Money is devoted 
to the speech Sir Keith Joseph made at Preston on the 5th September, 1974. It is 
included because I consider that it sums up the fears and the frustrations that politicians 
in general must experience when faced with a threat to our democratic way of life. 

The Times the following day printed the text of Sir Keith’s speech and for the 
monetary reformer the following points he made are the essence of their case as to the 
cause of inflation. 
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Sir Keith opened with these words, “Inflation is threatening to destroy our society” 
and went on to say “it will be our property, savings of the people and working capital 
of business which will suffer and unless stopped will lead to catastrophic unemployment, 
thus paving the way for an authoritarian state.” He continued saying that Mr. Heath 
and Mr. Carr state that “inflation is the most important issue before the country”. But 
no mention of the great spring-board of bank created money for which these two men 
were responsible when in the first nine months of 1971 the banks created £5,000,000,000, 
and we all know now that the bulk of that new money went to fuel the great ‘fringe’ 
bank boom. 

Sir Keith then posed this question: “You may ask if inflation is so pernicious, why 
was it allowed to get a grip in the first place?” He continued: 


“Why did successive governments for the last score years, led by well-intentioned people 
advised by conscientious officials and economists, take a course which led inexorably 
and predictably to the present nightmare?” 


I trust my reader will agree that the answer is that which this ‘history’ attempts to 
prove, not in my words this time, but those of Sir Keith. “Our inflation has been the fault 
of new money” ~ “When the money supply grows too quickly, inflation results”. “This” says 
Sir Keith “has been known for centuries.” Yet, one asks, if this is so, why did Sir Keith 
pose the previous question? 

We are then told that Maynard Keynes “recognised that excessive creation of 
money is inflationary.” Keynes most certainly did, but the opinion expressed by so many 
of these intelligent people is that Keynes is the culprit responsible for inflation as 
governments are now hooked on the drug of ‘deficit spending’. This is, indeed, a great 
injustice to Keynes as they completely ignore the conditions he showed would be 
necessary for the successful implementation of his theory. (See chapter 10 — The Betrayal 
of Keynes). 

Later in the speech we read: “Thus excessive injections of money undertaken by 
intelligent and enlightened men with good intentions, have wrought great havoc in our 
economy and society”. 

As already mentioned, Sir Keith agrees that this has been happening for centuries. 
Therefore, until the whole principle of private banking is completely overhauled these 
“intelligent and enlightened men” will continue to create havoc in our economy. 

Although Sir Keith has che label of monetarism hung round his neck, he has stated 
publicly that: 


“Now from what Keynes wrote it seem likely that he would have disowned most of the 
allegedly Keynesian remedies urged on in his name and which have caused so much 


» 


harm’. 


makes him, in my view, a man who knows in his heart, and has said so, that “monetarism 
is not enough” and that in Keynes’s great work ~ The General Theory of Employment, 
Interest and Money — lies the key to the easing of our economic problems. Why do I say 
this? Towards the end of his much praised speech, which for me was a catalogue of the 
inevitable results of our faulty monetary system, he says: 
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‘And surely more and more people are coming to realize that there is no hope of 
controlling the growth of spending if government does not control its own deficit, 
especially if it allows that deficit to be created by the banking system...Monetary control 
is a pre-essential for everything else we need and want to do” 


In conclusion, Sir Keith then said something which today’s Cabinet seem to have 
lost sight of. He said that the Tories had traditionally favoured telling the people the 
truth as they see it. “Experience leads me to ask can we afford not to?” 

In those two quotations lies the dilemma that Sir Keith Joseph faces. For if, as I 
believe, he realizes that a fully implemented General Theory would achieve most of the 
things he, and the majority of the people long for, it would also mean the end of the 
banking system as we know it. 

In the year 1974 when Sir Keith Joseph made this wide-ranging speech on the 
perils of inflation the banking syndicates operating the Eurodollar market had increased 
their lending to about £140.000,000,000 with interest rates as high as 13 per cent. In 
other words this entirely new monetary market is responsible for a monetary flow of 
over twice that of the money stock of France. For the first nine months of 1979 the 
banking syndicates put together Euroloans to the fantastic figure of approximately 
£40,000,000,000. With monetary excesses of this nature it is no wonder that holding 
such views as expressed above Sir Keith Joseph was of the opinion that “Monetarism is 
not enough’. 

1979.—The Conservatives were returned to power under the leadership of Mrs. 
Thatcher. Well intentioned or otherwise, she dedicated the party to the return to the 
play of the ‘market forces’. The immediate objective was the reduction of the rate of 
inflation by the policy advocated by the monetarists, i.e., to choke off bank borrowings 
by the instrument of high interest rates. As predicted, within a few years as a result of 
this measure, the million unemployed were soon inflated to over three million as did the 
exact same policy of rationalization in the 1930's. 

The reason we are told for the severe recession that had swept the world since the 
mid-seventies was the result of a four-fold increase in oil prices which triggered off world 
inflation. However, what is self-evident is that as the result of the reckless lending by 
the banking system world-wide and the inflation it brought with it, forced the oil 
producing countries to raise their prices to bring them into line with the devalued 
currencies. In spite of the severe measure of high interest rates that monetarism entailed 
the creation of new money by the private banking system continued unabated. 

Therefore, as Keynes showed in his General Theory high interest rates would damage 
the ‘marginal efficiency of capital’ and will continue to do so. What is absolutely certain 
is that the reduction of the rate of inflation has only benefited the holders of the 
National Debt standing at this point at around (£112,000 million) and local authorities 
debt some (£42,000 million) representing the cost of deflation, i.e., unemployment. 

Another reason we are told as to the need for high interest rates is to prevent larger 
flows of capital overseas, especially to the U.S. with its historically high interest rates, 
that has already taken place. At this point the following extracts from Dr. Ernest Dick's 
book — The Problem of Interest and its Relation to Currency and Debt — show why, in his 
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opinion, high interest rates have the opposite effect than the one intended. The following 
quotation is from The Story of Money by Norman Angell, pp. 304-5. 


“Mr. Dicks view is that the monetary authorities are completely wrong in supposing 
that the way to check a boom, or the rising prices that occasion booms, is to raise the 
rate of interest. He is of the view that the effective method would be the exact contrary 
of that which the authorities assume. Mr. Dick says, the main contention of my theory 
is that prices move directly as the rate of interest, whereas the orthodox theory says the 
contrary. The purchasing power of money is determined by the rate of interest. The rate 
of interest is represented as the natural standard of currency, and stability of the rate 
appears as the necessary condition of a stable currency. So long as the phenomenon of 
price and interest is not understood, it is impossible to agree as to the meaning of the 
term capital, which is the main element of disturbance. The technical problem of 
currency regulation is pressing to the fore again. The settlement of international debts 
demands that interest should be established as the standard. For years the American 
dollar had passed as the standard currency. Most abjectly the nations had subjected their 
own monetary policies to the lead of the Federal Reserve Board. The dollar was a 
managed currency, and how managed? The turn in events in the United States which 
from 1927 on, revealed the fact that the measures applied failed to produce the desired 
results. In the Senate Committee on Banking and Currency the situation was discussed 
in April 1928. Expert witnesses from the Reserve Board gave it as their opinion that 
the situation had got out of hand, that the system of credit control was ineffectual, that 
the ‘result of the policy followed had been a surprise to the Board’.” 


1983.—The following development, as reported in The Times (28/9/83) the reader 
will note has a remarkable resemblance to the system that Dr. Hajalmar Schacht used 
in rebuilding Germany when Hitler’s National Socialist Party came to power. 

This development, the issue of ‘forfeit’ notes, or forfeiture notes was used by the 
West Germans in the late 1960's as a means of trading with countries behind the ‘Iron 
Curtain’. Thus the banking system found a way by which the barter system could be 
organized, but again with interest charges and, therefore, as The Times put it, it “becomes 
big business”. 

As the debtor countries became more and more bogged down by loans from the 
banking system they found that an increasing proportion of their exports were being 
absorbed in interest payments thus lowering their peoples’ standard of life. To lend 
further money to the debtors to enable them to pay the interest became by the early 
1980’s a monetary problem of such magnitude that it threatened a world monetary 
collapse. 

However, the forfeit note has been the instrument by which debtor countries with 
little or no hard currency have been able to exchange their goods for those that they 
require. During the past two years the market handling the forfeit notes doubled to an 
estimated figure of £3,000,000,000 a year. 

The Midland bank has a specialized department known as Midland Aval and Mr. 


Jan Guild, its spokesman, said: 


“Every penny advanced is for trade. It takes us away from syndicated loans where the 


A CHRONOLOGICAL OUTLINE OF THE MISUSE OF MONEY 155 


funds seem to drop into one big bottomless pit”. 


This is, indeed, another damning indictment of the activities of the private banking 
system. 


‘A forfeiture-note is basically a promissory note issued by an importer who spreads the 
payment over several years — usually between three and five years ~ and includes in that 
note an interest payment. A central bank will guarantee it, so they are legally enforceable 
rights. The note is then sold by the exporter to its bank which pays the debt, minus the 
interest. The note is then discounted and sold into a secondary market, with a hard 
currency backing, where investors will ride the yield curve. The investor, however, has 
no recourse to the bank from which he bought the note, so the investor carries the 


country-default risk”. 


The astute reader will have noticed that this banking brain-child is somewhat like 
the mechanism of the Export Credit Guarantee Department and as we have seen throws 
an additional burden upon the costs of the producer in safeguarding himself against the 
default of the importing nation. These defaults are now very serious and the government 
auditor has reminded Parliament that if the ECGD cannot meet the claims laid upon 
it, it has a statutory right to draw on the taxpayer for funds. 

It is interesting to read that even where the ‘forfeit-note’ is not used “barter and 
counter-purchasing are growing as trade financing tools”. Britain was recently paid for 
chemical exports to Indonesia by the sale of wood from Indonesia. 

This example represents that which Adam Smith saw as free trade; the exchange of 
goods free of subsidies and bank lending. 

However, the banking system has, as usual, cottoned on to the possibilities of 
exploiting the ‘barter’ system. We read that the commodities of the Third World countries 
as the result of the counter-purchasing system have taken on a new significance. Thus 
we find Austria’s biggest company and biggest bank Creditanstalt has a London-based 
subsidiary which deals with Britain's accepting houses and American big banks such as 
Chase Manhattan acting as middleman for the exchange of goods. 


‘All systems show tremendous growth” says Mr. Hudson of the London branch of 
Creditanstalt. It appears that risks are still unavoidable, but “if you know what you 
are doing, however, they can certainly be less risky than a straight bank loan”. 


One thing, however, judging by the past record of this ‘history’ is that it will not 
take long for this new panacea to run into trouble if it is to be exploited by the private 
banking system. 

1984.—In spite of the Federal Reserve Board’s perplexity in the late 1920's it 
would seem that the present Chairman, Paul Volcker, in speaking to Congress on the 
7th of February 1984, was just as perplexed as his predecessors were at that time. In 
warning of the dangers of the ‘twin deficits’ facing the U.S. economy; structural budget 
deficit, and the external account deficit, which is expected to top 100,000 million 
dollars this year. 

The United States: “the largest, richest economy” was on the verge of becoming 
“the world’s largest debtor in the space of three years”. “Both deficits are of unprecedented 
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levels and are getting worse” he declared, and that “these deficits clouded the prospects of 
reducing our historically high level of interest rates”. 

Precisely, this, I am sure the reader will agree is the position that the Federal 
Reserve Board found itself in, in 1938. Until such time that the authorities realize that 
high interest rates are in conflict with the ‘marginal efficiency of capital’, industry and 
the taxpayer will come under the increasing burden of enriching the money-capitalist, 
at the expense of the wealth producing capitalists and therein lies the threat to our 
democratic way of life. 

The reliance on foreign capital, Mr.Volker told Congress, had placed the U.S. in 
an “ominous position and the recorded net investment position built up gradually over the 
entire post-war period will, in the space of only three years by 1985 be reversed’. Last year 
alone, he said, the cost of financing the deficits consumed three-fourths of available new 
savings. 

In my view, therefore, once again the Federal Reserve has failed to maintain the 
stability of the nation’s money and that this instability threatens once again the breakdown 
of world trade. On the same day that Paul Volcker delivered his doomsday message to 
Congress we were informed of a further development of this indiscriminate money- 
creating madness on the part of the banking system. The World Bank with a capital of 
£75,000 million provided by member governments is only allowed co lend one dollar 
for every dollar of its callable capital. 

The plan is to borrow up to 2,000 million dollars to provide the capital of a 
subsidiary bank which would not be constrained by the one-to-one rule. In other words, 
the creation of vast sums of new money in exactly the same fractional-reserve way 
through which the private banking system had originally created this appalling world- 
wide indebtedness. 

What we can be certain of is that the world banking system is working on plans 
to off-load the enormous world debts on to the shoulders of the taxpayer. 

An article by Jan Tumlir (Director of Economic Research and Analysis at the 
GATT Secretariat in Geneva) in the National Westminster Bank’s Quarterly Review 
(August 1983) The World Economy Today: Crisis or a New Beginning?, is, I suggest 
a kite-flying exercise as to the way the banker's thinking is moving. His introduction, 
to my mind, sums up the confusion economists are confronted with as the result of their 
avoidance in their studies of the overall effect of bank created money. He states in his 
first sentence: 


“It is hard enough for an economist to make sense of the present state of the world in 
terms of the theory he was taught”, “but”, he concluded, “remedies that make sense are 
beyond his means’. 


We are presented with the well-nigh impossible task confronting debtor countries 
in servicing their debts and “the precariousness of all financial structures” and that 
emergency credit in an attempt to gain time cannot be maintained for long. 

Therefore, says Mr Tumlir “The threat to democratic constitutions can no longer 
be overlooked”. “Democracy is, after all, only a political method of accommodating 
change without revolution”. He states that some considerable part of the vast debt of 
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the developing countries will have to be written off and to achieve this he thinks “a part 
of the write-off will have to be ‘purchased’ by public authorities, that is, ultimately, by 
taxpayers”. This, in my view, is a monstrous suggestion for not only did the people of 
the creditor nation forgo the real wealth they produced in the first place, but they are 
now asked to pay the interest on the banker's fictitious money that made it possible for 
the debtors to purchase this real-wealth continues, “the write-offs will have to be paid 
for by the taxpayer who is now poorer”. “Rather suddenly” he says, “the creditor societies 
find themselves poorer than they thought themselves to be; what they considered wealth 
they held abroad, their foreign investment, now turns out to have been foreign aid”. 

I feel sure that my readers will forgive me if I remind them that this is precisely 
the case that Mr. P.C. Loftus, M.P., presented in his book - ‘A Main Cause of 
Unemployment’, which, as previously mentioned, he sub-titled ‘An Indictment of our 
Foreign Investment’ and which urged me to write this ‘history’ of the economic 
consequences of bank created money. 

Mr. Tumlir’s opinion was that “the bail-out of foreigners and imprudent national 
banks will be very difficult to explain to the taxpayer and very difficult for representative 
assemblies to approve”. However, on past records, assemblies have paid little attention 
to such burdens on the taxpayer and, I am afraid, will be passed once again into law 
without our Parliamentary representatives being scarcely aware of what had happened. 
Certainly the taxpayer will have little knowledge of what has been done. 

Following Mr. Jan Tumlir’s description of the dilemma facing the developed industrial 
nations in handling the crisis of the Third World’s indebtedness and Mr. Paul Volker’s 
(chairman of the Federal Reserve Bank) warning of the United States serious debtor 
position, events moved quickly and we were soon to learn how accurate their forecast 
of coming events were proved to be. Early in May, leading central bankers gathered in 
Washington to discuss the crisis of confidence brought about by the Third World’s 
staggering debt burden of £343,000,000.000. Out of it came, as monetary reformers 
would expect, the proposal that the interest rate charged should be capped and 
underwritten by a new international insurance mechanism backed by the leading 
governments to protect the interests of the private banking system and to relax the 
standards regulating the banks. 

It is, indeed, incredible that with such ‘regulatory’ mechanisms as the governments 
of the creditor nations possessed they were unable to prevent the Third World debt 
situation which threatens the stability of the world’s monetary system and the nations’ 
economies. 

One is filled with foreboding as to what will be the result of the relaxation of these 
regulations. However, we learn that it was proposed to raise a new fund within the 
region of £100,000,000,000 by which short-term debt could be converted into long- 
term debt. Responsibility for this huge sum would be shared by the industrial nations, 
international institutions, the International Monetary Fund and the World Bank, all of 
which. resolves itself into the ability of the people of the industrial nations to meet the 
additional burden of taxation necessary to guarantee the fund needed for this monstrous 
expedient. We are also told that the necessity for the interest capping of the Third World 
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debt is strongly supported by the U.S. central bank which has been trying to convince 
international bankers of the necessity to limit interest charges on the Third World’s vast 
indebtedness. 

The effrontery of this recommendation coming from the U.S. Federal Reserve 
Bank in view of the high rates of interest made necessary to attract the funds to purchase 
the tremendous flow of United States Treasury bonds is well-nigh beyond belief. As the 
result of the disarray in the U.S. bond market the $4,750,000,000 of three-year Treasury 
bonds issued in May were virtually unsaleable with the result interest rates had to be 
pushed up to an even higher level to find buyers for the mass of paper necessary to 
support the massive deficit incurred by the government in its attempts to create new 
jobs and maintain the demands of the social services. 

Therefore, each singlepoint rise in the U.S. interest rate added a further 
$3,500,000,000 to the debt of the Third World nations and at the same time threatens 
the stability of the U.S. private banking system. One week after the meeting of the 
central bankers in Washington came the news that sixteen of America’s biggest banks 
had in self-interest put together a sum of $4,500,000,000 to prop up the endangered 
Continental Illinois Bank and Trust Company so as to prevent a domino effect that 
would result from the failure of one of America’s biggest banks. However, the American 
banking authorities mounted, as we have seen so often with the Bank of England, a 
rescue programme. This was for $2,000,000,000 to guarantee the survival of the 
Continental Illinois bank. It brought demands from members of Congress for an inquiry 
into $7,500,000,000 government backed bail-out of the bank. 

As Mr. St. Germain, the chairman of the House banking committee said: 


“Tt was a bail-out for the powerful and could have set a dangerous precedent by 
insulating large banks from the natural market effects of their own mistakes”. 


Later we learned from the American banking authorities that their rescue of the 
Continental Illinois Bank saved at least an additional 100 banks from collapse. As was 
testified before the Congressional inquiry, failures of this magnitude would have triggered 
off an international financial crisis which would have plunged the world into another 
depression. In other words, the banking authorities had created a two-tier system, by 
which big banks would not be allowed to go under, but small ones would. 

Mr. Conover, Comptroller of the Currency, told the House Banking Committee 
of the continuing fragility of the American banking system. He testified that sixty-six 
banks with combined assets of $4,800,000,000 had uninsured deposits with Continental 
Illinois Bank which exceeded their net worth. Therefore, they would have failed 
immediately. Mr. Conover also stated that a further 113 banks with total assets of about 
$12,300,000,000 had uninsured deposits equivalent to between 50 and 100 per cent of 
net worth. Presumably they also were at risk of immediate failure. 

What is of great importance is Mr. Conover’s acceptance of part of the blame for 
the Continental Illinois collapse. He indicated that new inspection and new insurance 
proposals were being examined so as to prevent future failures. It is, indeed, interesting 
to note that this was exactly the same claim made in 1934 when the Federal Deposit 
Insurance Corporation was set up to safeguard bankers against loss of deposits. 
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As Professor Milton Friedman and his wife put it in their book ‘Free to Choose’, 
“The insurance gave depositors confidence that their deposits were safe”. I wrote to 
Professor Friedman pointing out ~ Why Monetarism Is Not Enough — the contents of 
which were read and acknowledged by him. 

By June the United States Treasury and the Federal Reserve were planning an 
immense rescue scheme to safeguard the American banks. The plan was to relieve the 
main banks from the threat of bankruptcy which would result if their Latin American 
debtors defaulted. It is believed that the Federal Reserve will take the Latin American 
loans at risk from the banks and pay them 90 cents on the dollar for the loans. These 
loans would then have a special fifty year security by which they will be allowed to be 
counted as part of the banks’ capital. 

It is estimated that to have any effect on this aspect of the Latin American debt 
problem the Federal Reserve would have to think in terms of at least tens of billions of 
dollars. The enormity of these proposals to safeguard the private banking whose activities 
result in these frequent crises of confidence in the nation’s economic stability are absolutely 
demoralizing when one realizes that it is the taxpayer who has to subsidize these obviously 
worthless loans. What is certain with the gathering momentum of failures of small banks 
and the now visible vulnerability of the large banks is that the investing public’s confidence 
has received a severe shock. 

However, it will eventually be an even greater shock to the taxpayers of the industrial 
developed nations; the so-called creditor countries, when the cost of taxation to meet 
their national debts climb to unbearable heights. 

During August, Mr. Jacques De Larosiere, the manager of the International Monetary 
Fund, gave some dire warnings as to the dangers inherent in the exploding and self- 
feeding government deficits which threaten worldwide financial instability. He says the 
enormous expansion of public debt during recent years in the seven largest industrial 
countries has risen from 22 per cent of national output in 1974 to 41 per cent in 1983 
and that the interest payments on these national debts are rising quickly. Mr. Larosiere 
pointed out that to avoid the more unpalatable actions of raising taxes or cutting 
spending, the authorities resort to the sale of government securities which become the 
national debt on which the interest payments have to found by the taxpayers of the total 
community. 

The longer the necessary remedial action is delayed the more painful it will become. 
The severity of the action needed is indeed stark when we read that the interest payments 
of the seven main industrial countries accounted for 4 per cent of last year’s national 
out-put. In the United States, Canada, Japan and Italy 14 per cent of the central 
government spending goes on servicing their national debts. For Britain the figure is 
10.3 per cent. Therefore, caught in this terrible monetary trap governments are unable 
(or unwilling) to abate the remorseless increase of their deficits and the increase of 
interest rates made necessary to enable them to sell government securities, which, of 
course means increased taxation to service these ever-increasing deficits. The United 
States authorities are faced with a nightmare situation of debt interest payments rising 
at about the rate of $20,000,000,000 a year. 
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To off set, or staunch this haemorrhage, approximately $20,000,000,000 in Treasury 
bonds will have to be sold to foreigners thus contributing further to the immense flow 
of capital to the United States to the detriment of Europe's pressing need for a restructuring 
of its industrial capital equipment and the renewal of its infrastructure. In other words, 
the Chairman of the Federal Reserve board told Congress in about three years the U.S. 
would become the world’s largest debtor nation. Towards the end of the year Britain's 
banking system received a somewhat similar shock with the news of the ‘difficulties’ 
facing Johnson Matthey, bullion dealers and bankers, whose bad loans could amount to 
£320,000,000. As with the case of the Continental Illinois Bank the authorities stepped 
in to save the banking system from the repercussions the insolvent Johnson Matthey 
bank would have caused. It was asked “should this third-class bank have been saved?” 


The Bank of England’s reply was that: 


“it was necessary for reasons of its involvement in the London gold bullion market. Its 
failure would have threatened the entire Johnson Mathey group which would have then 
placed the whole of the City in a dangerous situation’. 


This admission illustrates all too well the appalling knife-edge upon which the 
developed industrial nations and developing nations alike are balanced. The foregoing 
chronological outline shows what happens when money is removed or diverted from its 
primary function as a means of exchange of real wealth and services between individuals 
and nations to the position of a commodity to be traded on the world’s markets. Just 
how serious this has become can be seen from the following figures. 

During the years since 1979 foreign exchange dealings on the world’s markets have 
doubled and redoubled to an estimated daily turnover of approximately $880 billion 
dollars per day by the end of 1993. At the time it was running at £104 billion a day 
it represented an annual turn-over of about £26,000 billion for a trading year of about 
250 days. 

The sheer magnitude of this currency dealing when expressed in millions or more 
to the point, trillions of pounds £26,000,000,000,000 when set against that for the 
world’s real export trade of about £1.200,000,000,000 for a full year, illustrates the stark 
reality of the havoc caused to world trade by the erratic rise and fall of national currencies. 

£26,000,000,000,000 (annual Hot-Money chasing a margin) 

£1,200,000,000,000 (Real Trade annually) 

Therefore, unregulated currency dealings and interest rates have made for instability 
in the production of real wealth thus tempting capital into short-term quick profits 
instead of long-term capital outlays in beneficial industry. 

It is this fatal flaw in the ‘capitalist’ system which leads to short-term booms and 
slumps and severe economic recessions over periods of fifty years or so resulting in 
political and social upheavals. Over the centuries we have seen how the manipulation 
of money and its many varieties of paper substitutes has gradually concentrated into the 
hands of the money-capitalist the power to control the activities of producer-capitalism. 

This increasing international financial power has made it almost impossible for 
most elected governments to control their money supply and interest rates which has led 
to the instability of their currencies. However, the two great success stories since the war 
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have been those of Germany and Japan. Their so-called ‘economic miracles’ are in the 
main the result of their governments’ policies of directing bank finance into industry 
and commerce and the maintenance of low interest rates the opposite being true of 
Britain and the United States which has led to the decline of their industrial systems. 
This is, indeed, a perfect example of Keynes's warning that high interest rates would 
destroy the “marginal efficiency of capital” i.e. the marginal profitability of capital 
invested in productive enterprise. 

The City of London and Wall Street have, since the end of the war, pushed their 
lending to the world to the point of saturation with the inevitable result that the 
acceptance of vast quantities exported from these borrowing countries was the only way 
by which the interest payments on these immense loans could be paid thus adding a 
further burden on the competitiveness of the lender nations. Furthermore, this loss of 
competitiveness made access to the home markets for a great flood of goods from the 
Common Market that much easier thus leading to balance of payment difficulties. To 
avoid the drastic taxation that would be necessary to correct this dangerous situation the 
government has over the past ten years or so sold bigger and bigger issues of government 
securities, i.e. the National Debt better known as ‘gilt-edged bonds’. Gilt-edged, indeed, 
for those who buy them, but for the total community higher and higher taxation into 
the future, and so it follows that in resorting to this expedient to avoid current taxation 
a further burden is added to the production of real wealth for after all this in the only 
way the interest on these gilt-edged securities can be paid perhaps better referred to a 
‘guilt edged’. 

We have then to a large degree the explanation for the balance of payments 
difficulties being experienced by Britain and the United States, but that which flows 
from resorting to the sale of government debt has also put an immense strain on their 
industrial systems. To ensure the success of the sale of these enormous issues of securities 
the interest rates have been pushed to a level which has not only harmed the marginal 
efficiency of capital, but has also increased the cost of interest payments to the developing 
countries to the point that numbers of them stand on the threshold of default. 

In the light of the foregoing we can well see why the Governor of the Bank of 
England had to act quickly to save the Johnson Mathey group. However, with developing 
countries now choked with unrepayable debt the financial markets have turned in upon 
themselves and we now see in the United States and Britain unregulated money-capitalism 
involved in an ever-growing magnitude of forced takeovers. No group of producer- 
capitalism can hope to protect itself from the rapacity of these enormous financial 
institutions aided and abetted by the expertise of the merchant bankers and their access 
to the vast flow of funds therefore speeding up the process of industrial decline as usury 
divides society against itself. 

One is filled with foreboding for the future of industry after the “big-bang’ in the 
City. The governor of the Bank of England must, indeed, be a very worried man with 
the threat that securitization will present to financial and industrial stability. If the 
banking system and financial institutions succeed in the securitization of the majority 
of assets it will be, I submit, the final stage of money-capitalism for if they are successful 
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in embracing everything and all forms of physical assets then, indeed, will the money 
lenders have destroyed the sole justification of true capitalism, i.e., the production of real 
wealth for profit by the ever-increasing rate of interest to attract the buyers of these debt 
issues. That happens when, as with the developing countries indebtedness, increasing 
numbers of borrowers are unable to meet the mounting cost of interest payments. 

Earlier, I presented an outline of Jan Tumlir’s case that the indebtedness of the 
developing countries will have to written off by the ‘purchase’ by public authorities, that 
is, ultimately, ‘by the taxpayer’. During the five years that have elapsed since that article 
was written the private banking system realizing that there was no further outlet for their 
credit creation activities with these so-called Third World debtors turned their attention 
to their ‘domestic’ banking loans and in so doing found part of the answer to the 
problem posed by Jan Tumlir. 

We, therefore, find that the Thatcher period of government has generated that 
which has become known as the ‘High Street spending boom’ and as everybody is aware 
it has been fuelled by massive loans to the domestic sector by or through the new money 
created by the clearing banks, i.e., the ‘High Street banks’. 

During the period of 1986 and 1987 bank lending expanded rapidly and by the 
end of 1987 was growing at an annual rate of approximately 25 per cent. As we have 
seen in previous examples ‘every new loan creates a new deposit’ therefore it is not to 
be wondered at that M3 has shown a steady growth. By the beginning of 1988 it was 
20 per cent above the previous year. Translated into actual figures we can see how it was 
that the credit spending boom got under way after 1985 and the clearing banks were 
able to achieve which Jan Tumlir said would happen. 

At this time (1988) bank lending is running at the rate of about £4,000,000,000 
(£4b) a month or around £50,000,000,000(£50b) a year. It is therefore, not surprising 
that we read (in February 1988) that if it were not for the provision of £3,500,000,000 
(£3.5b) by the Midland, Lloyds, Barclays and Nat-West banks against their Third World 
bad debts they would have made a profit well in excess of £3,000,000,000 (£3b). We 
therefore see that these enormous write-offs of real wealth were paid for by the scandalously 
high rates of interest charged to British borrowers. In other words as P.C. Loftus pointed 
out in his book these vast sums of capital wealth shipped abroad have been denied to 
the British people. No wonder Jan Tumlir observed: 


“Rather suddenly the creditor societies find themselves poorer than they thought themselves 
to be. What they considered wealth they held abroad, their foreign investment, turns 
out to have been foreign aid more generous than anybody had intended.” 


During February 1988 we witnessed a further twist in this monstrous exploitation 
of the British people in that the four High Street clearing banks now seeking tax relief 
of £1,500,000,000 (£1.5b) on the £3,500,000,000 bad debt provisions. They argue that 
they were encouraged to lend to the Latin American countries by the government and 
that the authorities have an obligation to assist them now that these loans have proved 
worthless. 

Two months later (8/4/88) we read “Barclays asks for £921,000,000 in a rights 
issue” and explain that the new money was necessary because the bank's business had 
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surged ahead last year with British lending rising by more than 30 per cent a year. We 
are then told that this enormous sum is to be used to finance aggressive expansion in 
Britain and overseas meaning nothing else, but further losses of real wealth to the British 
people. 

The lesson to be learned therefore is that the foregoing are the results of a disastrous 
monetary policy, the outcome of the unquestioned and unwarranted privilege which 
allows the private banking system to create new money and charge interest payments. 
Whereas, if the nation’s money supply was brought into circulation free of interest 
payments as in the case of the nation’s legal tender money (M0), none of these problems 
would have arisen. Therefore the reform of the private banking system is the only way 
by which the ‘free world’ can be relieved of this monstrous burden of debt and the ever- 
present fear of the hatred and bitterness a collapse of the monetary system would bring. 

Confirming, yet again, Ricardo’s maxim that: 


“The advantage would always be in favour of the issuers of paper; and as the State 
represents the people, the people would have saved the tax if they, and not the bank, 
had issued the money.” 


1989. For Britain the decade of Thatcherism 1979 to 1989 and for the U.S. 
Reaganomics was driven by the absurd belief that a nation can spend its way into 
prosperity on borrowed money. The condition that made this possible was the sale of 
bonds and securities which added to the National Debt carrying with it the inevitable 
perpetual interest payments. At the same time the authorities were allowing the banks 
to create billions of pounds of new money and allowing the financial institutions to lend 
money on virtually any pretext offered lower the rate of inflationary pressure the authorities 
resorted to ‘over-funding’, the device which by selling government securities takes out 
of circulation the billions of pounds the banks had been allowed to create, thus inflating 
further the National Debt bringing increased taxation. In seven years, the National Debt 
doubled from £80,000,000,000 (£80 billion) to £160,000,000,000 (£160 billion). 

To ensure the sale of securities, high interest rates had to be offered and in doing 
so hit the production of real wealth which brought about a savage, administered, deflation 
and in Britain’s case for six years carried the burden of over 3 million unemployed plus 
the wiping out of large sections of industrial capacity. By 1986 the High Street credit 
boom and housing mortgages was in full swing creating a demand for paperwork labour. 
Unemployment commenced to decline and it is claimed that the financial sector is now 
filling the place of the lost industrial capacity. A classic case of taking in each other's 
washing. As no real wealth was being produced by the million or so employed in the 
recently emerged financial sector and they are now earning substantial wages in this 
bank created credit sector, the High Street traders turned increasingly to foreign sources 
to meet the demand for goods. 

In the housing sector building societies, the financial sector and the banks were 
lending vast sums of money enabling hundreds of thousands to become house buyers 
for the first time. As there was nothing approaching the supply of new houses to meet 
this demand it forced up the prices of the existing housing stock. In 1988 house sales 
were showing an average increase in value of 30 per cent. A classic case of ‘too much 
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money chasing too few goods’. By early 1989 a balance of payments deficit was already 
in the making, but the Chancellor in his budget insisted on a further cut in the income 
tax, therefore stoking up greater imports and inflationary pressure. 

So convinced was Lawson and his advisers that cutting income tax rates was an 
election winner and in spite of the pleas from all sections of the electorate to plough 
back into the National Health Service the billions he had to ‘give away’ he persisted in 
doing so. It was Howe in his budget of 1980, who extolled the virtue of cutting the rate 
of income tax thus giving the people the incentive to work as more money was left in 
their pay packets giving them the choice as to what they did with it. So having announced 
the cut in direct taxation he then went on to state that he was raising the VAT rate of 
8 per cent to 15 per cent, where it has remained ever since. Therefore, with a 15 per 
cent tax on every pound spent, regardless of income, except on food and other exceptions, 
it is obvious that it is far more unjust than taxes on disposable income. Add to this the 
taxation needed to pay the interest on the immense increase in the National Debt; the 
result of ‘over-funding’, and it is no longer an economic mystery that the High Street 
consumer boom got underway as people borrowed and borrowed and saved less and less 
to improve their standards of living. 

1989.—It can now be seen that Lawson's much vaunted £15,000,000,000 (£15 
billion) revenue surplus is really the counterpart to the £15,000,000,000 trade deficit. 
At the same time that Geoffrey Howe had created the illusion of tax reduction, but on 
the other hand taking even greater sums of tax by nearly doubling the rate VAT, he 
abolished the Exchange Equalization Account which had been introduced by the 
Chancellor of the Exchequer (Neville Chamberlain) in 1932 so as to enable the 
government to control the international monetary system of the country by stabilizing 
the exchange rate and easing the action on the internal monetary system of harmful 
changes in the balance of payments. 

Within a few years vast sums of capital were flowing out of Britain and soon with 
the enormous profits from North Sea oil £50,000,000,000 plus had been invested 
abroad. As our balance of payments worsen, we can see that we have left ourselves 
defenceless. It is, therefore, ridiculous for Mrs. Thatcher to chide the Common Market 
countries for not following her example. In the same way, I would suggest, as she has 
allowed this country to become the stamping ground for the world’s take-over predators; 
again Common Market governments have refused to travel down that damaging road. 

So we see that in spite of nature’s bounty of North Sea oil, thousands of millions 
of pounds income from sales of nationalized industries and the doubling of the National 
Debt, British industry and commerce is saddled with punitive interest rates, which in 
themselves are inflationary, and face the well nigh impossible task of competing in 
overseas and the home market. Therefore, it we keep to this course we shall be faced 
with increasing inflation and under the present unjust, and unstable monetary system, 
the only way (they understand) to reduce inflation is through deflation. We travelled 
that road for the first six years of this decade and I feel convinced the nation will be 
revolted at the thought of the repeat performance of a policy which has failed to control 
inflation on every previous occasion of its use. 
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By mid-1989 the balance of payments deficit had leapt to the startling figure of 
£14,000,000,000 (£14 billions) which in proportion to the United States gross national 
product was greater than the U.S. with a $180,000,000,000 dollars deficit ($180 billion). 
Therefore as with the U.S. we are caught in the trap of high interest rates. To attempt 
to reduce our current (1989) interest rates to anything approaching the level of the 
world’s two most successful producers, Japan and Germany, i.e., approximately 3'/2 to 
4 per cent would set off a flow of capital from Britain and the U.S. which would 
precipitate a world-wide monetary crisis. 

However, for reasons made apparent throughout this ‘history’ of the main cause of 
inflation and unemployment this is not likely to happen until the old developed industrial 
nations incur an indebtedness of the scale comparable to that of the U.S. at the present 
time. Eight years ago the United States was the most prosperous nation in the world and 
it is now the most indebted. 

As inflation all over the world destroys the value of the old industrial countries’ 
overseas investment so the income from them (invisible exports) will decline. 

In spite of the enormous capital outflows from Britain, swollen by the vast profits 
from North Sea oil, our overseas earnings are now at their lowest level. As can be seen 
by the Midland Bank’s write-off of another £816,000,000 of its Third World debts 
(1989) bringing the total written off by the High Street banks £1,800,000,000 (£1.8 
billion). As write-offs of our overseas assets increase in scale, so the overseas earnings will 
decline. The tragedy of this for the people, especially Britain and the U.S., is that the 
continuing loss of value through inflation is the result of exporting on credit the real 
wealth of the nation for which they received no equivalent imports. Therefore, the total 
community is the poorer for this massive loss of real wealth. 

My reader will recall how in the Introduction, Mr. Loftus, M.P., showed how this 
robbery of the total community was made possible by lending foreign nations vast sums 
of money with which to buy our goods. I suggest, therefore, that we are now in the third 
phase of this monstrous perversion of money. As we have seen by the end of the 19th 
century, Britain was losing her lead in the industrial field and by the end of the Great 
War it had passed into the hands of the U.S. And so, with a vast hoard of gold and a 
greatly expanded industrial system, the result of the war, Wall Street became the great 
rival of the City of London and took its place, in the main, in the world’s markets by 
exporting vast quantities of that nation’s goods on credit. 

Therefore, we see the American government had made the same mistake as the 
British made in the 19th century, for instead of ensuring that sufficient spending power 
found its way into the people’s wage packets to buy the goods they produced, they 
allowed Wall Street to do that which had made the City of London the centre of 
international finance to the detriment of British industry and its people. Thus for the 
second time international finance had enmeshed the developing countries in insupportable 
debt. We are now, I suggest, in the third phase of this exporting on credit illusion, for 
how else can the ever-increasing sales of Japanese goods to the world be accounted for? 
It is certainly obvious that the rest of the world is not earning enough to pay for the 
enormous imports of Japanese cars, computers, televisions, and other products. So how 
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do they buy them? In the same may as Britain and the U.S.A. had made it possible in 
their hey day; by lending the importers the money to enable them to buy the exported 
goods. As incredible as it sounds, this is precisely what exporting on credit means. It 
goes on until we reach a position when the borrowing countries are no longer able to 
maintain the interest payments. And yet this monstrous money perversion is allowed to 
masquerade as ‘free trade’. 

In other words the Japanese are now working overtime making the goods which 
the world is eager to purchase and by lending to the importing nations their savings so 
that they can buy these exports from Japan. Therefore it can be said so long as the 
Japanese are prepared to work longer hours than we do and go on lending us the money 
to buy that which they produce, the rest of the world, especially Britain and the U.S.A. 
can continue to maintain its present standard of living at their expense, but as we all 
know, all things must come to an end. The Great Crash on Wall Street in 1929, proved 
once again, that debt and interest eventually bring about their own nemesis. 

1989.—In the ever-developing field of international financial monetary instruments 
over the past hundred years, the decade of the 1980's has seen the introduction of many 
new financial instruments of such complexity that it is doubtful as to whether their 
implications for the world monetary situation is in anyway understood. Among these 
new instruments we find ‘swaps’ which in essence are borrowings in the market by those 
with good credit ratings and then to exchange their new financial commitments — hence 
‘swaps’. These newly acquired financial instruments can be used to hedge risks in the 
‘futures markets’ and the use of options, etc. In the year ending 1988 we learn that 
$1,300,000,000,000 ($1.3 trillion) was outstanding on interest and currency ‘swaps’. It 
is estimated that by the end of 1989 the market could have increased by 25 per cent. 
This perversion of monetary-capitalism began as interest rate swaps between bank 
managers and corporate treasurers to control their debt. This gambling on interest rate 
movements was brought to the attention of the public towards the end of 1989 when 
the case of the involvement of the Hammersmith and Fulham councils was brought into 
the courts by the regional auditor and the High Court ruled that these money market 
deals were illegal. It is estimated that total debts of more than £500,000,000 will 
probably have to be met by banks and leading City institutions. 

Basically this form of speculating that ‘swaps’ represent is that of a corporation 
which has a floating debt and thinks that interest rates are going to increase. Some other 
company or institution which has a fixed rate of interest considers that interest rates will 
fall. Arrangements are made by which the parties with fixed interest rates make floating 
interest rate payments to the corporation with floating interest debt in exchange for 
interest paid at a fixed rate. 

Institutional investors and portfolio managers in the U.S.A. saw the value of this 
monetary instrument — hence the magnitude of the figures outstanding quoted above. 
Towards the end of 1989 in a little over eighteen months after ‘swaps’ had been taken 
up by European investment institutions it is estimated that the total business expanded 
from virtually nothing to $15,000,000,000 ($15 billion). 
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Very little, if any, of these vast transactions in interest rate and currency swaps have 
anything to do with producer-capitalism’s constant struggle to produce the real wealth 
which makes all these transactions possible. The whole of this vast network of money- 
capitalist schemes can only be sustained by the constant creation of new bank credits. 
One can see why interest rates remain high as it is obvious that if world interest rates 
dropped to 2 per cent which Keynes showed was necessary to safeguard the marginal 
efficiency of capital, the whole of this ever-inflating world indebtedness and currency 
expansion would collapse and bring about that which Keynes clearly foresaw — the 
euthanasia of the rentier class. Then, and only then, could world producer-capitalism 
provide the economic stability that governments search for, thus enabling them to 
correct the failure “to provide for full employment and its arbitrary and inequitable 
distribution of wealth and incomes”. 

Therefore, with the massive securitization of assets by the corporate sector the 
market looks increasingly for short-term profits putting at risk the long term planning 
of industry. 

We also witness the speeding up of take-over bids and now the largest of industrial 
groups are unable to defend themselves against the international financial predators 
advised by merchant bankers with access to large bank borrowings and the use of the 
aptly named ‘junk bonds’. 

I have before me as I write, a picture in The Times (12/7/89) of “radiant raiders” 
Mr. Jacob Rothschild, Mr. Kerry Packer and Sir James Goldsmith taken after their 
£13,000.000,000 (£13 billion) take-over raid on BAT. The fourth predator of these four 
horsemen of the Apocalypse at the same time was tying up his bid of £3,500,000,000 
(£3.5 billion) and on 8/8/89 we read that Hanson had won the battle for Cons-gold. 
How many people beside myself felt heartily sickened or filled with foreboding at these 
travesties by these ‘Rentier-Capitalists’? 

It is estimated that between £200 million and £300 million will be spent on fees 
to bankers, accountants, lawyers and brokers in this take-over battle, the major expense 
falling on BAT in the defence of its business. 

It is demoralizing for producer-capitalism after years of effort in buildirig a sound 
business and the long-term planning that is necessary for its continued success to have 
it snatched away by the money-capitalist backed by bank-created credit, and very often 
the bonds of loan stock issued by a company with insubstantial backing and are usually 
not listed on any recognised stock exchange — which means that the unfortunate holders 
cannot dispose of them all, or, if possible, only at substantial discount. Hence ‘junk- 
bondage’. 

As David Brewerton commented in The Times (3/8/89): 


“Highly leveraged bids additionally endanger the banking system and turn to junk the 
perfect respectable borrowings of the largest companies”. 


However, what Brewerton did not say is that governments will step in and save the 
endangered banks but not productive enterprises. While most other states take some 
steps to protect their industries from the upheavals of take-over-bid battles, Britain and 
the U.S. are alone in allowing this free-for-all in the debauch of its industries. 
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And so we find in this take-over bid mania share prices (3/8/89) of 40 most 
vulnerable of the FT-SE 100 have outperformed the indices in spite of a turn-down in 
trading conditions. I feel that I am not alone in my concern as to the terrible damage 
being done to producer-capitalism by the impostor money-capitalism. 


J. Rothschild Holdings plc. 
“A decade of consistent growth” 


31st March 1976. Net assets: £36,600,000. 
31st March 1985. Net assets: £543,600,000. 


“We have come through this period of exceptional change with a strong balance sheet 
and with the intention of concentrating all our skills on the calculated risking of capital 
to produce added value for our shareholders.” 


Jacob Rothschild — Chairman 
65 Holborn Viaduct, 
London EC1A 2DR. 


CONCLUSION 


Having surveyed the broad outline of the ‘misuse of money’ we can now see why, 
in spite if the declared intentions of all political parties to further the interests of the 
people, that they have always failed in doing so. 

After a short period of increased bank lending has brought a boom in trade, with 
its inevitable increase in price inflation, in order to halt this evil their only remedy is 
to resort to its twin evil — deflation, i.e., unemployment. As we have seen throughout 
the 19th and 20th centuries, governments have never been able to avert the misery for 
the many millions brought about by the regularly occurring booms and slumps. So 
called ‘free trade’, tariffs and trade protection have failed, subsidies and complicated 
systems of tax relief make matters even worse. The gold standard eventually proved to 
be unsustainable as will the E.R.M. The great socialist experiment of nationalisation 
after the second world war came under attack as the nation came to see how heavily they 
were taxed to subsidise these inefficient state monopolies [though the main cause of 
their losses was due to interest payments — particularly British Steel]. 

In 1979 we saw the commencement of a decade of the free-market philosophy in 
which, under the Thatcher administration, many of the state monopolies were privatized 
though piratized might be nearer the mark. However, although unemployment had 
increased to over 3,000,000 by the mid-eighties during this radical adjustment, the 
Conservatives succeeded in remaining in power. But at what a cost. By 1989 the 
National Debt had increased to £192,000,000,000 (£192 billion) from £82,000,000,000 
(£82 billion) in 1979 thus increasing the annual interest payments to nearly (£20 
billion). This enormous increase in the National Debt of £110 billion was mainly the 
result of the sale of government securities which were used to maintain the requirements 
of the national expenditure plus the sale of state industries, a figure in the region of £20 
billion, and the revenue from North Sea oil and gas. 
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It has been estimated that although Britain has foreign assets worth 
£130,000,000,000 (£130 billion) the Bank of England estimates that owing to exchange- 
rate fluctuations the net asset value fell to £79 billion by the end of June 1989. However, 
this is not the whole of the story of the calamity facing the British people. It has been 
estimated that the government's official figures of Britain's overseas investments show the 
outward flows of capital, but ignores the unrecorded capital flows into Britain. According 
to Dr. Skeoch of James Capel (a London stock broking firm) his revaluing of our assets 
as the result of these capital flows found that by June 1989 we had become a foreign 
debtor for the sum of £27,400,000,000 (27.4 billion) (see The Economist 24/11/1990). 

All this and much more in the name of ‘free trade’ brought back the old evil of 
inflation which we shall see in the 1990’s can only be solved (we are falsely informed) 
by the same failed remedy of orthodox thinking; deflation, i.e., unemployment. We have 
seen that whichever political party is in power there is nothing they can do to prevent 
these upheavals every ten years or so, which are accepted as inevitable as the dawn each 
morning, and will remain so until che nation’s monetary system is reformed. This would 
mean the implementation of David Ricardo’s National Bank, issuing the nation’s money 
supply free of interest payments, or as Keynes put it that: “a somewhat comprehensive 
socialisation of investment will prove the only means of securing an approximation of 
full employment”, which amounts to the same objective. Therefore, until this reform is 
accomplished the policies of all political parties will be of no avail. It therefore seems 
to me that although the ruling classes over the past 300 years have had ample evidence 
of the malign effects that private banking has upon trade and industry, they have either 
ignored it (as they are fully aware of the power that lies behind the international 
financial system,) or as I believe to be the case, that in spite of the efforts made by such 
men as Locke, Hume, Smith, Ricardo, Keynes, Boothby, Galbraith and others to alert - 
the people to the dangers of this virtually uncontrolled lending, together with the 
overwhelming power of bankers in the key decision-making positions they now occupy, 
and their overweening influence in maintaining the continued acceptance of their exclusive 
power to create credit and money. By so doing, they have ensured that it goes unquestioned 
by most people in every class and throughout every society, with, perhaps, one exception 
— the Channel Islands. 

It is inevitable that the wielders of such power will cling to the belief that they can 
always overcome the baleful effects of this basic fault in their economic thinking. Someday 
it is certain they will fail to do so and in the ensuing chaotic conditions such as we 
witnessed in the social upheavals of the 1930’s will lead to revolutions, wars and 
dictatorships. Keynes's “Concluding Notes” in his General Theory told us all that is 
wrong with money-capitalism and its malign effects on beneficial producer-capitalism. 
Therefore, not until the authorities seriously re-examine Keynes’s masterly analysis of the 
damage that money-capital causes can there be any hope of breaking the recurring trade- 
cycle and the misery it brings. The author is therefore convinced that the Western world, 
especially the U.S.A. and the U.K., will be faced with the stark reality of their predicament 
when Japan and the oil producing countries refuse to continue paying the interest on 
the vast national debts of the U.S.A. and the U.K. by further purchases of their 
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government's securities. When they do, the standard of living maintained by America 
and Britain will suffer a dramatic decline as the burden of sustaining the interest payments 
on their national debts from their own taxation will become unsupportable. And so we 
see that money-capitalism based upon credit money created by the private banking 
system is in ‘mortal’ conflict with the needs of producer-capitalism and society as a 
whole which is the other Road to Serfdom. 

Editors’ Note. Unfortunately Mr. Swan did not live long enough to witness the 
endorsement of his concerns by non other than the famous palindrome, George Soros 


who, in “Capital Crimes”, an article in the Atlantic Monthly dated January 1997, stated: 


“the untrammelled intensification of laissez-faire capitalism and the extension of market 
values into all areas of life is endangering our open and democratic society. The main 
enemy of the open society, I believe, is no longer the Communist but the Capitalist 
Threat.” 


2008: The Crash of 2008 proves them both to have been correct. 
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CHAPTER | 


The Eternal Truths of 
Adam Smith! and David Ricardo? 


“let it be said quite firmly that exports are not in themselves ‘a good thing’. They are 

a means to an end, and that end is importing: the only purpose of exports is to buy 
imports”. 

(Enoch Powell — Western Mail 21.4.65) 

From The Lives of Enoch Powell by Patrick Cosgrave 


Most economists when writing of Adam Smith agree that his claim to fame lies in 
his presentation of the state of the political economy as he found it towards the end of 
the 18th century and in his - The Wealth of Nations put into words in a masterly fashion 
the ideas that had developed in the writings of earlier thinkers, Davis Hume and the 
Physiocrats, thereby laying the ground work on which economic thought was to develop. 

But as is true of the great religious teachings throughout the ages, in the main, we 
pay mere lip service to the deeper fundamental philosophy. So we will find that on 
reading the Wealth of Nations the power and monopoly of money fastened on to such 
parts of Smith’s teachings which provided the platform for the modern capitalist system 
which within the next eighty years was to develop an industrial system that subjected 
great numbers of the working class to such appalling misery and degradation that it 
moved men to protest, but none so vehemently as Karl Marx. 

So we find if Adam Smith is known at all ic will be for his thesis on the division 
of labour; the reasons for varying wage rates in different occupations; taxation and his 
attack on the system of mercantillism and his hope for a replacement by ‘free-trade’. 

This was, indeed, the way in which the coming industrial society should have 
developed and Smith in his enthusiasm concluded that self-interest would safeguard this 
driving force for liberty, but as I shall try to show, Smith's high hopes for mankind were 
to be sacrificed on the altar of private banking. 3 
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Such is the power of money that it should come as no surprise to learn that 
banking is at the centre of real power when it is realised that they have usurped to a 
great degree the nation’s right to be the sole creators of money within the State. 

Therefore, Smith’s belief that the division of labour would lead to greater production 
for the benefit of all was to be long denied to the masses of the “labouring poor” and 
we are now witnessing the great challenge to the stability of the free world as organised 
labour seeks to increase its share of the nation’s production. This it will fail to do based 
on the economic and monetary practices of the past hundred years or so. What Adam 
Smith could not know was with the coming industrial revolution and its potential for 
the immense increase of real wealth that behind the facade of free trade the banking 
system would create more and more money to be loaned at interest to enable the 
industrialists to expand production. 

The greatest indictment of this fraudulent monetary system was the denial to 
generations of British people a fair share of the wealth they had produced when the 
merchant bankers discovered that they could raise loans in the City of London for 
foreign governments, who used these loans to buy British goods, especially capital 
equipment, which were shipped abroad and raised the standard of living of the recipients 
at the British people’s expense. For the magnitude of this loss to the nation refer to the 
introduction to this book. 

This in still basically the fallacy of the 20th century thinking that brings the cry 
‘we must export or die’ coupled with the struggle for a ‘favourable balance of trade’ 
which is none other than the mercantilist belief in a large store of gold. 

Export, of course, in exchange for goods we need, but beyond this is to export real 
wealth which should be enjoyed by an increase in the standard of living for all in the 
community and not an increase for the few who would benefit by a surplus balance of 
payments. To quote Adam Smith: 


“The prejudices established by the commercial system have taught us to believe that 
national wealth arises more immediately from exportation than from production”? 


Who would claim that Adam Smith's policy of free trade has ever materialised? 
Instead we see the nations locked in a deadly struggle of exporting on credit, huge 
quantities of the nation’s real-wealth to meet the interest demands of bank created 
money. 

This is, for me, the message that comes through from the pages of Adam Smith’s 
closely reasoned arguments on ‘value in exchange; ‘value in use’ and that ‘labour, therefore, 
is the real measure of the exchangeable value of all commodities’ etc., etc. His description 
in — Book I, Chapter 6 — of what ‘true capitalism’ is about, is one of the many eternal 
truths now unrecognisable beneath the rampant growth of bank created money and the 
bewildering variety of near monetary instruments dreamed up by their financial partners. 
It is these impostors posing as capitalism that are never seriously questioned by orthodox 
economic thinking or those affected by it 

Adam Smith's greatest achievement should have been that of convincing the nation 
that the mercantilist principle of a large stock of gold was harmful to the general good 
of the nations and that “trade which, is without force or constraint”4 is always advantageous 


THE ETERNAL TRUTHS OF ADAM SMITH AND DAVID RICARDO 175 


to all parties but, as I have already pointed out, this freedom from “force or constraint” 
was to be lost as banking went from strength to strength, especially after enactment of 
Peel’s Bank Charter of 1844. The intention of this Act was to curb their bank-note 
printing propensity, but instead it drove them into the development of cheque money. 
This paved the way for a system of money creation undreamed of by William Paterson 
when he formed the Bank of England. 

Thus this great privilege that the bankers have acquired by which they can create 
new money based upon their customers’ cash in their tills has fostered a system of debt 
creation which, as the evidence of the past hundred years or so has shown, has led to 
trade rivalries, wars, deflation, unemployment, inflation or a deadly cocktail of all; often 
leading to the destruction of a nation’s currency. Such is the terrible cost to the health 
and wealth of nations of allowing private individuals this all-pervading power to create 
money. 

The mercantilist system of “force and constraint” which Adam Smith had sought 
to break down was replaced by a ‘favourable balance of trade’. To achieve this, vast 
quantities of the nation’s real wealth was exported by bank-created credits. Hence the 
myth we have been taught or conditioned to believe that we must ‘export or die’ 
smoulders on, ever ready to become the flames of future conflict when in truth as 
Adam Smith states: 


“By advantage or gain, I understand not the increase of the quantity of gold or silver, 
but that of exchangeable value of the annual produce of the land and labour of the 
country, or the increase of the annual revenue of its inhabitants” > 


As we shall see this was not allowed to happen. The following quotations from the 
The Wealth of Nations are the eternal truths from which the power of money averts man's 
eyes. Therefore, the monetary reformers’ case is that Adam Smith’s optimism and belief 
in man’s self-interest as the automatic regulator of opposing groups did not function 
because money and near-monetary instruments, the vital link between consumption and 
production, are created in such quantities by private banking and finance houses that 
in spite of man’s ever-increasing technological skills the demands of this impostor rentier 
class outstrips production thus leading to more money than goods which must mean 
inflation. 

To safeguard their standard of living the workers (members of the real-wealth 
creating sector), through their trade unions are justifiably forced to seek higher wages 
thus adding to the inflationary spiral. 

In the very first two sentences of The Wealth of Nations, Adam Smith goes straight 
to the heart of the problem: 


“The annual labour of every nation is the fund which originally supplies it with all 
the necessaries and conveniences of life which it annually consumes, and which consists 
always either in the immediate produce of that labour, or in what is purchased with 
that produce from other nations. According therefore as this produce, or what is purchased 
with it, bears a greater or smaller proportion to the number of those who consume it, 
the nation will be better or worse supplied with all the necessaries and conveniences for 
which it has occasion”.® 


176 THE OTHER ROAD TO SERFDOM 


Here we are reading a simple and straightforward definition of the beginnings of 
capitalism which Smith in his optimism for his two fundamental ideas of self-interest 
and natural liberty conceived as the way ahead for the wider benefit of the community. 

Self-interest is natural to us all and liberty, as always, means constant vigilance, a 
good husbandman is always on the lookout for harmful parasites and weeds. So by 
Adam Smith’s liberating logic the old domination of the mercantile system was to be 
replaced by the freedom of trade between nations. This liberation was to be still-born 
as the power of money merely shifted its position from the domination of the mercantile 
system to the all-pervading power of the banking system we have today. This then led 
back into a form of mercantile system which was to deny generations of British people 
their fair share of their technological achievements. 

Smith shows us clearly that by debasement of the currency, princes and sovereign 
states were able to off-load their debts by defrauding their creditors, and as Smith saw 


“Such operations, therefore, have always proved favourable to the debtor, ruinous to the 
creditor”.’ 


This then is the basic flaw of exporting large quantities of the nation’s real-wealth 
on credit instead of the free exchange of goods and services between the nations. Therefore 
the vast indebtedness of countries like Poland, Rumania, Argentina and Brazil to mention 
but a few will eventually be forced to default not only in repayment of the principal, 
but of the interest payments. 

Most of us are painfully aware today of the depreciation of our savings which is 
the result of an excessive creation of the money supply and as the money lenders have 
found, because a medium of exchange is almost as vital to existence as oxygen, there is 
virtually no limit to borrowing no matter how high they push the interest rates as these 
can be passed on in the costing of the price of the goods for sale. 

To meet this extra borrowing cost the debtor seeks higher profits and the workers 
higher wages and so the vicious spiral of inflation is pushed ever upwards. As Adam 
Smith observed: “Jn reality high profits tend much more to raise the price of work (goods) 
than high wages .® 

And, he goes on to say: 


“That part of the price of the commodity which resolved itself into wages would, 
through all the different stages of manufacture, rise only in arithmetical proportion to 
the rise of wages. But if the profit of all different employers of those working people 
should be raised five per cent that part of the price of the commodity which resolved 
itself into profit would, through all the different stages of manufacture, be in geometrical 
proportion to the rise of profits...In raising the price of commodities the rise of wages 
operates in the same manner as simple interest does in the accumulation of debt. The 


rise in profit operates like compound interest”. 


In the following two quotations we have the very essence of true capitalism: 


“Labour was the first price, the original purchase money that was paid for all things. 
It was not by gold or by silver, but by labour, that all the wealth of the world was 


originally purchased: and its value, to those who possess it, and who want to exchange 
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it for some new production is precisely equal to the quantity of labour which it can 
enable them to purchase or command”. 


‘As soon as stock has accumulated in the hands of particular persons, some of them will 
naturally employ it setting to work industrious people whom they will supply with 
materials and subsistence, in order to make a profit by the sale of their work, or by what 
their labour adds to the value of their materials”."' 


Therefore, as Smith says, after the materials and wages have been paid for something 
must be left over in the way of profit to justify the stock of the employer. So here we 
have a simple description of true capitalism. But if we introduce bank-created borrowed- 
money into the equation, then labour has to provide an additional profit for a group 
of rentiers who have produced nothing, and by the interest charged on the money 
(which they have created ‘virtually of nothing’ and at tiny cost), exert an unjustified 
demand on the nation’s production which must make the wages and profits of the 
producers of the real wealth that much less in value. 

What is even worse is that whereas wages and profits are expended (with the 
exception of the proportion of savings and profits ploughed back into industry which 
are the only genuine capital investment in this whole game), interest payments on bank 
created money and financiers’ paper-instruments represent an ever-increasing perpetual 
tribute from the producers of real wealth whilst their capital remains intact. 

Who coined the saying ‘you can’t have your cake and eat it’? It certainly was before 
Ricardo’s days for he saw clearly that the bankers had discovered that this could be done 
and that the final irony is that they create their new money from the cash flow of the 
producers. During December 1972 an increasing lunacy gripped the authorities having 
witnessed a fantastic increase in the money supply. They resorted to an incomes and 
prices freeze in an attempt to ease the pressure, but at the same time allowed the bank 
rate to climb even higher thus putting more and more purchasing power into the hands 
of the class that had produced no real wealth whatsoever. 

What has Adam Smith to offer us when faced with this situation? 


“The whole annual produce of the land and labour of every country, or what comes 
to the same thing, the whole price of the annual produce, naturally divides itself, it has 
already been observed, into three parts; the rent of land and the wages of labour, and 
the profits of stock’.' 


He then goes on to show that the concern of the first of these three groups — rent, 
“is strictly and inseparably connected with the general interest of the society”, and 
continues: 

“They are the only one of the three orders whose revenue costs them neither labour 
nor care, but comes to them, as it were, of its own accord and independent of any plan 
or project of their own. That indolence, which in the natural effect of ease and security 
of their situation renders them too often, not only ignorant, but incapable of that 
application of mind which is necessary in order to foresee and understand the consequences 


of any public regulation”.\ 
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Here of course, Adam Smith is writing of the landlord, but sadly, in my view, he 
failed to perceive that the discovery in the mid-17th century by the goldsmith-bankers 
that they could issue bank-notes and, charge interest based upon that security of the 
depositors’ cash, often to a ratio of ten times, placed them in a position somewhat akin 
to that of the landlord. Therefore, the annual produce of land and labour is not divided 
into three parts, but into four parts, i.e., the rent from land, the wages of labour, profits 
from stock and the interest payments on bank created credit. 

If this analysis is correct, and I am convinced that it is, there exists a fourth class, 
who, as with the landlord “love to reap where they never sowed.”!4 

A hundred years later, Karl Marx fell into the same error of uniting the banker with 
‘true capitalism’ in spite of David Ricardo’s claim that the only answer to the temptation 
on the part of the bankers to debase the value of money was that the creation of all new 
money free of interest payments should be the sole prerogative of Parliament through 
a State Bank. 

Therefore, in Adam Smith’s context of without “plan or project” I read him to 
mean in the production of real wealth and, as with the banker, are relieved of the ever- 
present necessity to produce in order to generate wages and profits. 

Time and time again he returns to this simple truth that if certain sections of the 
nation are to be non-producers they must be supported at the expense of the producers 
and in his discourse on — Accumulation of Capital he contrasts the effects on the 
nation’s economy brought about by the ‘frugal’ man and the ‘prodigal’. 

It is quite clear to Adam Smith that the savings of the frugal man are true capitalism 
and observes: 


“The proportion between capital and revenue, therefore, seems everywhere to regulate 
the proportion between industry and idleness. Wherever capital predominates, industry 
prevails: wherever revenue, idleness. Every increase and diminution of capital, therefore, 
naturally tends to increase or diminish the real quantity of industry, the number of 
productive hands, and consequently the exchangeable value of the annual produce of the 
land and the labour of the country the real wealth and revenue of all its inhabitants”."° 


Therefore, Smith concludes: 


“The sole use of money is to circulate consumable goods...The quantity of money, 
therefore, which can be annually employed in any country must be determined by the 
value of the consumable goods annually circulating within it’.' 


and driving home this ‘eternal truth’ we read: 


“Whatever, therefore, we imagine the real wealth and revenue of a country to consist 
in, whether in the value of the annual produce of its land or labour, as plain reason 
seems to dictate; or the quantity of the precious metals which circulate within it as 
vulgar prejudices suppose; in either view of the matter, every prodigal appears to be a 
public enemy, and every frugal man a public benefactor”."” 

For the student of monetary reform there lies in the following observation of Adam 


Smith an apt description of the nation’s prodigality. We saw, even after the Bank of 
England’s warning to the banks alarmed by the rapid expansion of the money supply 
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during the first half of 1972 at an annual rate of 30 per cent, which for the quarter 
ending mid-November the annual rate was still running at 19 per cent. These figures 
prompted the Bank of England to raise its minimum lending rate by 1 to 9 per cent 
the highest since 1914 when at the outbreak of the Great War it was raised to 10 per 
cent. 


“The legal rate, it is observed, though it ought to be somewhat above, ought not to be 
much above the lowest market rate. If the legal rate of interest in Great Britain, for 
example, was fixed as high as eight or ten percent, the greater part of the money which 
was lent would be lent to prodigals and projectors, who alone would be willing to give 
this high interest”."*® 


And so, we find the Treasury and the Bank of England took the following futile 
action to arrest the onward rush to a disastrous inflation. First — to call in from the 
bank’s — a paltry £325,000,000 in the form of special deposits with the Bank of England, 
which even when frozen in this manner will earn them at the cost of the taxpayer, 
around 8'/2 per cent interest. It would appear that no matter how serious inflation 
becomes the banks cannot lose. This is indeed, a classical case of closing the stable door, 
after the horse has bolted for if we examine the fantastic figures of the net overdrafts 
owing to the big banks we find that they stood at £11,462,000,000, an increase during 
the last year of nearly £5,000,000,000. This, dear reader, is ‘money created out of 
nothing’. 

Secondly — to raise the bank of England minimum lending rate to 9 per cent. 
Here, we have the clue to the depressing information released by the Department of 
Trade and Industry during the week (9/12/72) that investment by the producers of real 
wealth had dropped by 11 per cent in the first three-quarters of the year against last 
year’s figures for the same period which in themselves were poor. This information 
should have been the cause of some really serious thinking in government circles for 
those concerned with the production of real wealth if it is to meet the claims of the vast 
amount of newly created bank money. We must conclude, therefore, that a great deal 
of the £5,000,000,000 of new money created by the banks during the past year must 
have gone to the “prodigals and projectors” or, as The Spectator (9/12/72) put it: 


“Someone, somewhere in the Treasury or the government must have the courage to 
attempt to reduce interest rates which obviously benefit the City to the detriment of 
industry and in particular engineering with its long work-cycle, and heavy investment 
in stocks, expensive plant and buildings”. 


Therefore, as this immense national indebtedness piles ever upwards 


National Debt: @£35,000,000,000 

Local Authority Debt: @£12,000,000,000 
Bank Overdrafts: @£11,000,000,000 

Hire Purchase Debt: @£2,000,000,000 


and as interest payments climb ever higher rampant inflation must be its natural corollary. 
The concluding quotes from Adam Smith's ‘eternal truths’ are culled from the great 
number which are to be found by the diligent student in search of the cause of inflation 
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and are taken from Book 5. Chapter 3 — Public Debts and if they are valid today, and, 
once again, ] am convinced that they are, there would seem to be no escape from the 
final disaster which for me means a perfected Communist type State of ‘force and 
constraint’, simply because the virtually unrestricted flow of paper-money demands will 
destroy the will to produce the real wealth to meet it. 


“The progress of the enormous debt which at present oppress and will in the long run 
probably ruin all the great nations of Europe has been pretty uniform. Nations, like 
private men, have generally begun to borrow upon what might be called personal credit, 
without assigning or mortgaging any particular fund for the payment of the debt; and 
when this resource has failed them, they have gone on to borrow upon assignments or 
mortgages particular funds”.' 


“Like an improvident spendthrift, whose pressing occasions will not allow him to wait 
for the regular payment of his revenues, the state is in the constant practice of borrowing 
of its own factors and agents, and of paying the interest for the use of its own money”. 


The italics are mine, and this statement of Adam Smith is the key to the complex 
problem that orthodox thinking can never solve until it addresses the cause of the 
problem instead of half-heartedly treating the symptoms. The unending flood of thought 
on the part of orthodoxy is nothing but an ongoing shambolic exercise designed to mask 
the effects of this fraudulent system. Ponder over the following quotation and compare 
it with this claim made by such economists as the school of thought represented by J. 
Penn:?! 


“In the payment of the interest of the public debt, it has been said, it is the right hand 
which pays the left. The money does not go out of the country. It is only a part of the 
revenue of one of the inhabitants which is transferred to another, and the nation is not 
a farthing poorer. This apology is founded altogether in the sophistry of the mercantile 
system, and after the long examination which I have already bestowed upon that system, 


it may perhaps be unnecessary to say anything further about it”? 


“When national debts have once been accumulated to a certain degree, there is scarce, 

I believe, a single instance of their having been fairly and completely paid. The liberation 

of the public revenue, if it has ever been brought about at all, has always been brought 

about by a bankruptcy; sometimes by an avowed one, but always by a real one, though 
frequently by a pretended payment”.* 

These are indeed ‘eternal truths’ and we have witnessed in our own time the 
greatest disaster to date brought about by the uncontrolled supply of paper money in 
Germany leading to a collapse of the currency and the ruination of the middle classes 
and the appalling poverty for the working class. In their despair they turned either Left 
or Right. The middle class fearing Communism turned to Hitler and the world paid the 
price in great suffering for the illusion that paper money in excess of the production of 
real wealth is wealth itself. 

In 1763, Adam Smith became tutor to the young Duke of Buccleuch and during 
his travels on the Continent met many leading French thinkers whom we talk of as the 
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Physiocrats. In 1767, he returned to Scotland to work on his book ‘The Wealth of 
Nations and 1776 saw its publication. The point to be noted here is, that it was in 1763 
that the country was shaken by a severe banking crisis which forced the government to 
pass an Act which forbade the banks to create more bank notes than they had bullion 
and until 1797, seven year after Smith’s death the country enjoyed the stability that 
monetary reformers with overwhelming justification claim would be the result if present 
day governments were seriously concerned with the effects that a runaway inflation 
would bring. For the monetary reformer, therefore, the whole section of — Money a 
Branch of the General Stock”4 — illustrates the terrible dangers for the future generations 
of allowing the private banking system the power to create, in the main, the nation’s 
money supply. 

Smith was aware of the dangers inherent in such a system but because he lived 
during a period of restraint on bank created money his outlook was that of optimism 
engendered by his belief that self-interest and natural liberty would safeguard the driving 
force of capitalism. In 1797 the restraint on the issue of bank notes was abandoned by 
the suspension of the necessity to match the note issue with gold with the result that 
the country was soon flooded with paper money. The Bank of England alone increased 
its note issue from £10,000,000 to nearly £30,000,000 and so during this period of war 
with France we laid the foundation of the nation’s indebtedness through the folly of 
allowing the banks to create the nation’s money supply. 

As C. R. Fay shows the foundation of the National Debt could have been avoided 
if the war had been paid for by taxation instead of borrowing: 


“Here Pitt, after a slow start, achieved exceptional success, A national revenue of 
£19,000,000 in 1793 was raised to one of £50,000,000 in 1806, the year of his 
death. So productive was the war taxation of 1798 onwards that if this could have been 
imposed at the outset with equal success the whole of the war might have been financed 


925 
from current revenue’. 


To support this conclusion Fay quotes Sir Henry Parnel who, writing on taxation 
at the beginning of the Napoleonic war said: 


“The great mistake committed by Mr Pitt, was postponing till 1798 the plan of war 
taxes. The paying of the whole expense of the war had by that time become a much 
more difficult task to accomplish than it was in 1783; because in the interval of five 
years between 1792 and 1798 £110,000,000 (of principal) had been borrowed and 
taxes to the amount of £5,700,000 had been laid on and permanently mortgaged for 


paying the interest on this new debt”.* 


This long and costly struggle to overthrow Napoleon was to lead to an alarming 
increase in the National Debt and the great monetary problems this was to bring 
brought to the fore David Ricardo whom I regard as the most clear-sighted economist 
of all times. 

My reason for this is that he saw that the cause of the majority of economic 
problems that bedevil economic thinking stemmed from the simple proposition that 
paper money in itself is of no value, but is the vital link in the chain between the 
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production of real wealth and its consumption. Therefore, to put the power of the 
creation of money into the hands of private individuals would inevitably lead to a 
situation where these same private individuals, operating for entirely private ends, would 
then create as much credit as they could possibly get away with, until there came a time 
when it outstripped the production of real wealth to back it; bringing its inevitable 
result — inflation, and a government's usual knee-jerk reaction to curb the damage 
caused by this unregulated flow of money — deflation with its resulting unemployment, 
with its classic symptoms of the cure being more damaging than sickness. 

So, as with our struggle to defeat Napoleon we inflated the national indebtedness 
we again committed this great folly on an immense scale in the two wars with Germany. 
Although we emerged as victors we had in fact laid the foundations of the decline of 
our industrial system as the interest payments on this ever-growing “permanently 
mortgaged” debt are a perpetual burden upon our industrial competitiveness. 

Editor’s Note: It is, perhaps, important to make mention of the fact that Napoleon 
Bonaparte was vehemently opposed to the European banking system based on interest 
and compound interest which he said was devouring France like a giant caterpillar. 
Wellington, on the other hand, was a staunch ally of the Rothschilds. On being shown 
a table of interest charges, Napoleon reflected for a while and then remarked, “The 
deadly facts herein revealed lead me to wonder that this monster, interest, has not 
devoured the whole human race. It would have done so long ago if bankruptcy and 
revolutions had not acted as counter poisons.” Published in Lincoln-Money Martyred. 
Hawthorne: Omni Publications, 1935. 

Correlli Barnett writing in his book — Collapse of British Power?” argues that the 
cause of Britain’s decline was the doctrine of liberalism and sums it up as ‘laissez-faire’ 
and says: 


“It was Adam Smith who formulated the doctrine of Free Trade, keystone of liberalism, 

which was to exercise a long-lived and baneful effect on British power as Wesley and 

Whitefields preaching”. 

Barnett goes on to say that Adam Smith attacked the policy of ‘mercantilism’ and 
quotes the following from Adam Smith: 


“If a foreign country can supply us with a commodity cheaper than we ourselves can 
make it, better buy it off them with some part of the produce of our own industry 


employed in a way in which we have some advantage”.” 


Thus it would seem that Barnett as with most orthodoxy in economic thinking 
fails to see that if we had developed genuine Free Trade as is so clearly shown in the 
above quotation we would have indeed shaken off the shackles of mercantilism. 

On the following page Correlli Barnett quotes Smith’s one exception to his case for 
free trade where he demonstrates the necessity of the protection of seamen, ships and 
naval stores; because: 


“. defence, however, is of much greater importance than opulence’. 


Therefore, it was the neglect of this greatest of all ‘eternal truths’ that forms the 
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main thread that runs through the whole of Barnett’s sorry Chapter — Covenants without 
Swords. 


“Nevertheless”, Barnett continues, ‘Adam Smith’ doctrine of Free Trade was 10 win 
unqualified acceptance by 1850”. 


Here, therefore, he falls, into the same error which all orthodox thinkers have 
done, and still do; because they have accepted on the one hand, the teachings of Adam 
Smith that free trade, i.e., “trade, which without force or constraint is always advantageous 
to all parties.”3! But, on the other hand, they have chosen to ignore the fact, as I have 
tried to show, that the merchant bankers with their discovery of the system by which 
the nation’s real wealth could be exported on credit, laid the foundations of a new 
mercantilism far worse than that which Adam Smith had shown was already so damaging 
to the nation. Therefore, it seems to me in spite of his wide ranging research Barnett 
failed to find or recognise the real reason for the Collapse of British Power. He says: 


“When cheap wheat from virgin soils of North America began to flood into Britain in 
the 18705 British agriculture was ruined despite its own high standards of husbandry. 
Yet such was the hold of free-trade doctrine that this national disaster was acquiesced 
in without thought of action”.” 


The cause of this ‘national disaster’ as P. C. Loftus showed in his book - A Main 
Cause of Unemployment — which he so rightly sub-titled ‘An Indictment of our Foreign 
Investment’ was the only way that the interest payments could be made on the vast sums 
of ‘real wealth’ we had exported on credit to the overall detriment to the nation. 

Therefore, this ‘national disaster’ was not the result of free trade, but that of a 
blatant mercantilism controlled by the power of the merchant bankers through their 
membership of the Court of the Bank of England and so the City became all-powerful. 

It is, therefore, my submission that the nearest Barnett gets to this problem in the 
plausible case he argues as to the ‘Collapse of British Power’, is that the public school 
system was dedicated to the education of the middle-classes to that which constituted 
a ‘gentleman’ and, therefore, they made little contribution to British industrial leadership 
as the snobbery of this system looked at the services, professions and the manipulation 
of money in “The City’ as more fitting for such education, (he seems to have overlooked 
the additional damage caused by their belief that ‘they were also born to rule’) we are 
then told by him that: 


“The immense national wealth accumulated earlier in the century also helped to 
cushion the British from the realities of their industrial decline. This wealth more of 
it invested abroad than at home (italics mine) multiplying itself: The British grew 
richer while their industrial capabilities grew poorer — a gruesome paradox”. 


In that sentence staring Barnett in the face is the cause of the Collapse of British 
Power, the exporting of ‘real wealth’ in exchange for so-called foreign securities and the 
interest on these investments could only be paid by importing the produce of these 
investments. Thus, the nation paid the terrible price of the loan of enormous quantities 
of ‘real wealth’ and the neglect of its industries and agriculture. 
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And as Barnett puts it — “British money continued to be heavily invested in such 
nationally irrelevant projects as Argentine tramways while British industrial equipment 
fifty years old went without replacement”*4 

Therefore, for me, the ‘gruesome paradox’ is, 


“Unlike Germany, Britain continued to invest more abroad than in her own industries, 
and more in foreign countries than her own empire, and for no better reasons than that 
the private investor could get higher rates of interest, and that the British banking 
system, unlike the German, was better adapted to foreign transactions than to co- 
operation in home industrial development”. 


Thus, in the proverbial nutshell, Correlli Barnett shows us the reason for the 
Collapse of British Power and it is the same reason that will bring about the collapse 
of British industry. The above quotations illustrate quite clearly the general acceptance 
of ‘free trade’, whereas in fact, free trade as Adam Smith conceived it has never been 
practised and until the nations of the free world realise that ‘impostor-capitalism’ chokes 
the life out of all effort made by ‘true capitalism’ there can be little hope of getting to 
grips with the increasingly complex problems with which governments are faced. 

It seems to be commonly believed that, as with Adam Smith much of David 
Ricardo’s findings are outmoded, but I would suggest not outmoded, but outlawed by 
those with the power to suppress as they are fully aware “truth loves open dealing.” 

Thus we find, as with Adam Smith, the ‘eternal truths’ of Ricardos are as valid for 
the nations in their hopes for economic and monetary stability as they have been ever 
since the day they were written. Ricardo’s admiration for Smith's Wealth of Nations did 
not deter him from a critical re-appraisal of a number of Smith’s findings with the result 
it moved him from Smith’s optimism to a somewhat pessimistic outlook as to the 
workings of capitalism. The reason which led Ricardo along the road to realism was that 
he was living in a period which was showing the worst effects of virtually uncontrolled 
banking activities, whereas, as I have pointed out above, Adam Smith's thinking was 
formulated during a long period untroubled by any serious monetary disturbance. 
Therefore, one of the greatest of the eternal truths was arrived at when Ricardo wrote: 


“The advantage would always be in favour of the issuers of paper; and as the state 
represents the peoples the people would have saved the tax if they, and not the bank 


issued this million”.>® 


So convinced was Ricardo of the damage done to the economy by the unrestricted 
power of issuing paper money, whether by the banking system or by the State, that it 
should be under some firm of control and concluded that: 


“None seems so proper for the purpose as that of subjecting the issuers of paper money 


to the obligation of paying their notes in gold coin or bullion”.*”” 


In other words, a return to the 1765 Act of Parliament which forbade the banker 
to issue more bank notes than he had bullion, or in today’s situation to lend only the 
money held on deposit and not to create new money based upon them. 

Ricardo felt so strongly about this that the year before his ‘Principles’ were published 
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he had published a pamphlet entitled “Proposals for an Economical and Secure 
Currency”?® from which an extract is included in the principles. 

His principles are of course concerned with a metallic currency, but with the full 
acceptance of paper money the ‘eternal truth’ is as valid today bearing in mind the perils 
that a collapse of the currency would bring. 

Ricardo observed (while talking of the Bank of England): 


“When I contemplate the evil consequences which might ensue from a sudden and great 
reduction of the circulation, as well as from a great addition to it, I cannot but 
deprecate the facility with which the state has armed the bank with so formidable a 
prerogative”. 

Here with certain modifications, is fundamentally the situation we are faced with 
today and whether or not modern economic thinking regards Ricardo as outmoded I 
would implore every member of Parliament to turn to Chapter 27 and contemplate the 
pearls of wisdom which have been so shamefully ignored. Not until they are accepted 
and acted upon can we hope for any respite from the ever-present dread of an economic 
and monetary breakdown. 

The following observations of Ricardo on currency and banks should be seriously 
pondered over in our search for the real reasons for inflation. He states: 


“In another part of this work I have endeavoured to show that the real value of a 
commodity is regulated, not by the accidental advantages which may be enjoyed by some 
of its producers, but by the real difficulties encountered by that producer who is least 
favoured. It is so with respect to the interest for money; it is not regulated by the rate 
at which the bank will lend, whether it be 5, 4 or 3 per cent, but by the rate of profits 
which can be made by the employment of capital, and which is totally independent of 
the quantity or value of money. Whether a bank lent one million, ten million, or a 
hundred million, they would not permanently alter the market rate of interest; they 
would alter only the value of the money which they issued”. 


“The applications to the bank for money, then, depend on the comparison between the 
rate of profits that may be made by the employment of it and the rate at which they 
are willing to lend it. If they charge less than the market rate of interest, there is no 
amount of money which they might not lend; if they charge more than that rate none 
but spendthrifis and prodigals would be found to borrow of them”.*' 


“The whole business which the whole community can carry on depends on the quantity 
of its capital, that is of its raw material, machinery, food, vessels, etc., employed in 
production. After a well regulated paper money is established, these can neither be 
increased or diminished by the operations of banking’. 


“There is no point more important in issuing paper money than to be fully impressed 
with the effects which follow from the principle of limitation of quantity. It will scarce 
be believed fifty years hence that bank directors and ministers gravely contended in our 
times, both in and before committees of Parliament, that the issues of notes by the Bank 
of England, unchecked by any power in the holders of to demand either specie or 
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bullion, had not, nor could have, any effect on the prices of commodities, bullion or 
foreign exchange”. 

‘After the establishment of banks, the state has not the sole power of coining or issuing 
money. The currency may as effectually be increased by paper as by coin; so that if a 
state were to debase its money, and limit its quantity, it could not support its value, 
because the banks would have an equal power of adding to the whole quantity of the 


circulation”.4 


“Lf by the discovery of a new mine, by the abuses of banking, or by any other cause the 
quantity of money be greatly increased, its ultimate effect is to raise the prices of 
commodities in proportion to the increased quantity of money; but there is probably 
always an interval during which some effect is produced on the rate of interest”. (all 
the above italics mine) 


The examples I have used of Ricardo’s insistence on the importance of control over 
the issue of paper money will, I trust, take my reader to the ‘Principles’ as there is so 
much to be found there to the true grasp, the true causes of the twin evils of deflation 
and inflation. 

My final quotation from Ricardo’s observations I am convinced will ultimately be 
realised. What Ricardo did not know was that the coming technological revolutions 
would enable the advanced industrial countries’ systems of money-capitalism, in the 
main Great Britain and the United States, to export on credit vast quantities of their 
nations’ wealth. This staved off the “national bankruptcy” which he foresaw, but instead 
the expediency of exporting on credit has sown the seeds of world bankruptcy. 


‘If, on the breaking out of any future war, we shall not have considerably reduced our 
debts one of two things must happen. Either the whole expenses of that war must be 
defrayed by taxes raised from year to year or we must at the end of the war, if not before, 
submit to a national bankruptcy; not that we shall be unable to bear any large 
additions to the debt; it would be difficult ro set limits to the powers of a great nation; 
but assuredly there are limits to the price, which in the form of perpetual taxation 
individuals will submit to pay for the privilege of merely living in their native country”. 
Therefore we are now witnessing the final stages of this long drawn-out falsification 
of Adam Smith's case for free trade between the nations as increasing quantities of 
money capital flee abroad in the attempt to escape the results of high taxation brought 
about by the decay of British and American efficiency. 
A wise man, it is said, learns from the mistakes of others, a fool from his own. I 
can only hope, therefore, that the Humorist and Economist Stephen Leacock was wearing 
his satirical hat when he penned the following observations: “Our studies” he said: 


“consist only in the long-drawn proof of the futility of the search after knowledge effected 
by exposing the errors of the past. Philosophy is the science which proves that we know 
nothing of the soul; Medicine is the science which tells us that we know nothing of the 
body; Political Economy is that which teaches us that we know nothing of the laws of 
wealth; and Theology is the critical history of those errors from which we deduce our 
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ignorance of God. When I sit and warm my hands, as best I may, at the little heap 


of embers that is now Political Economy, I cannot but contrast it with the vainglorious 
and triumphant science it once was.” 
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CHAPTER 2 


Islam, Riba and Monetary Reform 


“If poverty were a man I would kill him — For poverty leads to acts of disbelief.” 


The problem of economic instability that faces the Islamic world is that which 
faces the Western world: the private creation of money. As money is that by which the 
exchange of goods and services is made possible it can be seen that the purchasing power 
of money lies at the heart of the continuing struggle to maintain stability in industry 
and commerce. 

It had been argued with regard to banking that Islam is in the same position today 
as the Christian Church was in the 16th century when after the Reformation canon law 
was subjected to a revolutionary review. Luther, it seems, fudged the issue of taking 
interest when he considered it to be a human weakness. Ironically, Calvin, the extreme 
puritan, was the man to be responsible for the unleashing of the evil and immorality 
on the scale we see throughout the world today. 

In spite of the age long attempts of the Old Testament teachers, classical scholars 
and the Christian Church to hold this ‘human weakness’ in check, Calvin argued that 
taking interest on capital was the equivalent to taking rent for land. From then on the 
moral authority of the Christian church was undermined and the mercantile class fastening 
on to the judgement, or fatwa, of Calvin assisted by later economists — Petty, Locke, 
Turgot and Bentham — had by the second half of the 19th century succeeded in 
removing the anti-usury laws. 

However, by the and of the 19th century, after several decades of excessive abuse 
of usury, legislation was introduced to curb the duress and injustices by the framing of 
new anti-usury laws. In other words within a period of about forty years the immorality 
of taking interest had shown itself and the public had to be protected once more from 
the enslavement to the money leaders. 

After the Great War the enormous speculative boom in the U.S.A. fuelled by 
private bank created credit brought about the Wall Street Stock Market crash. Under 
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pressure of the increasing intensity of the Great Depression Britain adopted two monetary 
measures in an attempt to halt the rapidly rising unemployment. In 1932, Neville 
Chamberlain, Chancellor of the Exchequer, fixed the bank rate at 2 per cent and set up 
the Exchange Equalization Account which prevented the flow of capital overseas. Rather 
than have money lying idle, money at 2 per cent plus, it was channelled into what was 
to become the biggest domestic building boom this country has experienced in so short 
a time. 

The 2 per cent bank rate was maintained until the 1950’s when it was then 
removed and increasing bank rates, the cost of money, fuelled the inflation we were to 
experience in the late 1960’s and the 1970’s. In the early 1980’s during the first Thatcher 
government the Exchange Equalization Account was abolished completely letting loose 
an avalanche of British capital overseas and as the years went by, vast sums of revenue 
from flows of North Sea oil followed in its wake. Mass unemployment was the result 
and in spite of years of massive bank lending fuelling the ‘High Street Credit Boom’ 
unemployment still remains at the two to three million mark. Inflation is on the rise 
again and we are faced with a serious balance of payments problem. And so, as with the 
case in the late 19th century, legislation will have to be introduced again to curb the 
‘duress and injustices’ of the private banking system by the framing of new anti-usury 
laws. 

Islam, therefore, remains the one great barrier to the final world takeover by the 
banking system of the Western world simply because it is in essence a social system of 
a civilization in which religion plays a vital part. Economic problems are dealt with in 
the Koran. It states that wealth must be used to help others as it is a trust from God. 
Islamic religious law is explicit in its condemnation of taking interest payments — riba. 
It has been defined as an excess or addition. Thus verse 275 of the second chapter, or 
Surah al Baqarah, states: 


“Those that live on usury shall rise up before Allah like men whom Satan has demented 
by his touch: for they claim that usury is like trading. But Allah has permitted trading 
and forbidden usury”. 


It is the injustice of the system of usury that forces the money lender against the 
entrepreneur in enforcing guaranteed interest payments whilst the borrower incurs all 
the risks which condemn usury as immoral. Therefore, for Muslims to rid themselves 
of the problem of taking interest payment on loaned money, which is strictly forbidden 
by Islamic law, they must take up the position of the monetary reformers of the Western 
world. 

Whar is the reform of the monetary system that they think is necessary to relieve 
the nations from the constant anxiety of another economic breakdown brought about 
as always by a faulty monetary system which plunges the world periodically into 
unsustainable indebtedness leading to social upheaval revolutions and war? 

What is this faulty monetary system? As our tour through ‘history’ has clearly 
demonstrated, in its present form, it developed from the discovery by goldsmiths in the 
mid-17th century that receipts for treasure amassed by merchants when placed in their 
strong rooms for security were being used by them to settle their accounts with one 


ISLAM, RIBA AND MONETARY REFORM 191 


another: hence the birth of the bank-note. The goldsmiths soon observed that when 
treasure was withdrawn by one merchant further treasure was replaced by another. The 
cash in the tills of the High Street banks is therefore the direct descendant of that 
discovery. 

Thus secure in this knowledge they found that they could issue promissory notes 
(the forerunner of the bank cheque system) or make loans up to about ten times the 
ratio of treasure in their strong-rooms and charge interest on it. This was the birth of 
the present day banking system and with the formation of the Bank of England in 1694 
which became the ‘banker’s bank’ and protected them as ‘the lenders of last resort’ when 
they found themselves in difficulties as the result of over-lending. 

Therefore, because this method of money-creation is so simple the world is awash 
with indebtedness which engulfs the so-called Third World countries, developing countries 
and developed industrial nations alike. Witness the monetary plight of the U.S.A. and 
her declining manufacturing base and the risk of a world recession in a proportion of 
the world’s trade is cut off to safeguard their economy. 

On February 18, 1988, we learned that the Midland Bank has had to write off 
£500,000,000 of its Third World debts and at the same time their profits from money 
lending for the year were £400,000,000. In other words this vast profit represents 
interest payments on loans which the bank had made on the security of the ‘cash’ in 
their tills and this ‘cash’ is the legal tender money issued by the Bank of England free 
of interest payments. It is therefore this ‘cash’ base which is the property of the current 
account depositors and is free of interest payments for the banker which makes banking 
so lucrative as the Midland bank profits show. In other words ‘Every loan becomes a 
deposit’. 

With the above basic example, and it applies to the whole of the world’s banking 
system, we can see why usury was condemned by the Jews of the Old Testament, Greek 
and Roman philosophers. Although the Romans did not prohibit usury completely, it 
was strictly regulated. In the Middle Ages we find that the Roman Catholic church 
prohibited usury as did Islam. Thus today, apart from Islam, usury is accepted with very 
little questioning by Jewry or Christendom as to the morality, or rather lack of it, that 
flows from the act of taking interest. 

Therefore, the problem for Islamic banking is that the teaching of the Koran and 
the example of the Prophet Muhammad forbids the taking of interest in any form 
whatsoever, 

In the further examination of this problem it will be of great importance to look 
at that which has been happening in the U.S.A. and U.K. Both countries in the early 
1980’s embarked upon a policy of tax reduction as it was argued the people would have 
the increased incentive to earn more if less was taken from them in tax and therefore 
they would have more to spend. In 1981, President Reagan when asked to comment 
upon his economic programme had this to say: 


“If you look back at our reductions in capital gains tax, that kind of tax brings us back 


I have told, I think, some of you before, to a principle that goes back at least I know, 
as far as the 14th century Muslim philosopher named Ibn Khaldun. He said ‘In the 
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beginning of the dynasty great tax revenues were generated from small assessments. And 
we are trying to get down to small assessments and great revenues’. 


This information appeared in an article of some 3340 words in the Industrial Times 
in September 1986 which went on to say that the fact that a 14th century Muslim 
economist was being quoted by a twentieth century President of the most modern 
developed nation of the world is an indication of the relevance to modern times of the 
ideas developed originally in an Islamic civilization six and a half centuries earlier. There 
is much of great interest in economic thinking to be gleaned from this article and as 
stated by Arnold Toynbee of Ibn Khaldun in the short biographical note his was “the 
most comprehensive and illuminating analysis of how human affairs work that has been 
made anywhere” and “undoubtedly the greatest work of its kind that has ever been created 
by any mind in any time and place”. 

Although the word ‘tax’ is used many times in the above article not once is the 
word ‘Riba’ used (i.e., the taking of interest payments on loans) and as Riba is a tax on 
money itself it would therefore seem strange that Ibn Khaldun failed to mention this 
crucial equation in the management of money. However, as the student of monetary 
reform knows the taking of interest, Riba, on loans is strictly forbidden by Islamic 
teaching. Therefore, it would appear that this problem that plagues the modern world 
did not exist for Khaldun. Hence, in the words of K. C. Palmerton, Director of the 
Institute for Rational Economics and librarian for CCMJ (Christian Council for Monetary 
Justice) 600 years of relative peace between the Peoples of the Book.” 

For the Muslim today, however, caught up in the Western worlds banking activities 
a solution to this agonising threat to one of their most important beliefs must be found. 
I have before me a book published under the auspices of the ‘Islamic Foundation’ by 
Dr. Mohammed Nejatullah Siddiqi, entitled — Banking Without Interest. In the first five 
chapters he sets out various plans of partnership between the banker and the entrepreneur 
for an agreed share of the profits. However, and this is the critical point on which a 
monetary reformer from the Western world makes his stand, Dr. Siddiqi accepts that 
Islamic banking should be in the same position as that of the Western banking system 
in that it would still be able to create new money on their depositors’ ‘cash’ base. 

In chapter 5 — The Process of Credit Creation, we are informed that ‘A few persons 
invest their capital on the principle of partnership to set up the bank. These persons are 
the shareholders that will profit from the flow of profits made by the bank over and 
above the profits shared between the banker and the entrepreneur. The public are invited 
to deposit their savings and capital in the bank on the principle of partnership and open 
up current accounts which also provides the bank with a considerable amount of capital 
for investment. Ten per cent of the total holdings in these accounts is allocated to the 
cash reserve. Fifty per cent of the loan account is reserved for advancing loans and the 
balance invested by the bank or used to advance loans to business partners, to purchase 
commercial shares, and to pay for services which the bank needs. 


On page 74, Dr. Siddiqi states: 


‘As far as control of the monetary system in an Islamic economy is concerned in modern 
times, there cannot be two opinions about its continuing in the hands of the state’. 
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“The state alone must issue coins and currency and may establish special institutions 
for the purpose — no other individual or institution may share this prerogative’. 


Dr. Siddigi on page 74 goes on to say: 


‘In an economy where banks are established as well as the currency, by the State, 
another type of money known as bank money will be produced by the banking functions”. 


‘As people become used to withdrawing a fraction of their total deposits in cash it 
becomes possible for the bank to utilise the major part of their deposits”. 


“We have proposed two alternatives in our plan namely to advance loans or supply 
capital to an entrepreneur on mudaraba or on a partnership basis”. 


“When the bank utilises the deposits of the account holders in either of the above forms 
new money comes into existence”. 


He then explains how by the use of the cheque system the bank is in the position 
to keep the State issued cash in the banks’ tills. It is this cash which Western monetary 
reformers claim is the property of the depositors and, therefore, to use it for the creation 
of new money and lend it for a share of the profits of the entrepreneur is as unjustifiable 
as the taking of interest. This new bank money before the act of making a loan did not 
exist, therefore, it can be seen that this fictitious, fraudulent money, becomes a claim on 
the production of the entrepreneur. Thus, the ever-increasing power of the banker over 
the producers of real wealth and a world in chains to usury or in this case, riba. 

In the above quotations from Banking Without Interest we are virtually in the same 
position as that of the Western world’s banking system, i.e., that the state issues ten per 
cent of the nation’s money supply; legal tender issued free of interest charges, backed by 
the nation’s total resources which is then used by the private banking system to create 
ten times as much credit money which in the bands of the borrower, acts in the same 
way as the states’ legal tender issue. It is this new money coming into circulation which 
by its act of creation is fictitious and regarded by monetary reformers of the Western 
world as legalised forgery to say nothing about debasing the depositors savings. 

A long line of philosophers and economists have pondered this vital problem 
which lies at the heart of bank indebtedness. Adam Smith showed in his great work — 
The Wealth of Nations, that trade between nations should be the exchange of goods and 
services unencumbered by bank debt. Keynes writing in his book — The General Theory 
of Employment, Interest and Money, arrived at the same conclusion. He also concluded 
as David Ricardo writing in 1817, that all money and credit-money should be brought 
into existence by the State free of interest payments thus preventing the power and 
privilege of private banking to create fiat money which brings about the dangerous and 
demoralizing conditions of personal, national and international indebtedness. 

As Keynes put it on page 372 of The General Theory — ‘The outstanding faults of 
the economic society in which we live are its failure to provide for full employment and 
its arbitrary and inequitable distribution of wealth and incomes.” On page 375 we find 
Keynes saying “I feel sure that the demand for capital is strictly limited in the sense that 
it would not be difficult to increase the stock of capital up to a point where its marginal 
efficiency had fallen to a very low figure...It would mean the euthanasia of the rentier, and, 
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consequently, the euthanasia of the cumulative oppressive power of the capitalist to exploit the 
scarcity value of capita!.” Therefore, as the private banking system from which the rentier, 
i.e., the money-capitalist, draws his unending and virtually unregulated flow of credit- 
money is allowed to continue there can be no hope of correcting the outstanding faults 
of the economic society in which we live or, as Dr. Siddiqi puts it in his opening preface 
to the Urdu edition of Banking Without Interest: 


“In prohibiting interest Islam has endeavoured to do away with the hideous form of 
tyranny and injustice present in human society”. 


However, what the Western world monetary reformer makes clear beyond any 
possible misunderstanding whatsoever, is that the creation of all money by a State Bank 
free of interest would realize Islam’s endeavours to achieve an interest-free society. In the 
last sentence of his book (p. 176) Dr. Sidiqqi states: “The decisive factor should be public 
interest’. Therefore, the dangers presented by this “hideous tyranny” of public debt 
created by private bank credits, now rampant throughout the world, calls for just such 
a solution not just more of the same by a different name. 

In this survey of a ‘history of inflation and unemployment’ a review of the Christian 
Aid book ~ Banking on the Poor, will help to bring in to sharper focus the increasing 
tyranny and misery brought about by bank indebtedness. Although the message is chat 
of the plight of the Third World it applies equally to the poor in every country throughout 
the world. 

The introduction commences with these words ~ “Banking on the Poor grapples 
with the problems of Third World debt in the light of Christian tradition and theological 
understanding.” To give an account of the crisis from the point of view of those who bear 
the greatest burden of debt — the world’s poorest people. These are, indeed, strong words 
and the following facts and figures will give us some idea as to the extent of this terrible 
problem. 

Between 1982 and 1987 the total foreign debt of developing countries almost 
doubled from $650 billion dollars to $1,190 billion dollars (p. 5.) what has turned 
today’s debt into an intolerable burden for the Third World nations is the way in which 
high rates of interest in the world market have affected their ability to repay and turned 
the debt into a mechanism through which resources, urgently required for these countries’ 
development, are drained out of the developing world into the industrialised countries. 
In 1986, the World Bank calculated that the net transfer of capital out of the developing 
countries into the industrialized nations was in the region of $15 billion dollars. 

How did such a situation arise? In essence it is the same basic fault as that which 
is shown page after page in this ‘history of inflation and unemployment’ in which I have 
endeavoured to identify — The Other Road to Serfdom: Through bank-created money at 
punitive interest rates. In the last half of 1975 the commercial banks of U.S.A., Europe 
and Japan amassed vast flows of Eurodollars and so-called petrodollars. These, as we 
have seen, would act as ‘cash in the tills of the banks’ which would then enable them 
to create new credit to the ratio of ten times this base. But what were they to do with 
it? We now know they sent their agents all over the world in search of borrowers. 
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The Latin American countries, African states and South Korea, Philippines and 
Indonesia borrowed on an astronomical scale. Between 1976 and 1981 over 60 percent 
of the $273 billion dollars that Latin American countries borrowed from abroad went 
straight back to the banks in the industrialised countries in interest and repayments of 
principal. 

Then in 1981 disaster struck these heavily indebted nations when the U.S.A. 
pushed up interest rates in order to attract capital from all over the world to cover its 
mounting trade and budget deficits. The result was that most countries had to raise their 
interest rates to stem the flow of capital to the United States. The story of the British 
economy is an almost mirror image of that of the U.S. high interest rates, high imports 
fuelled by what is known in Britain as the ‘High Street credit boom’ all of which is bank 
created money at scandalously high interest payments. 

For a full analysis of the problems that this massive creation of debt has thrown 
up the writer would urge the reader to study — ‘The Debt Threat by Tim Congdon 
published in 1988 and — The Apocalypse 2000 sub-titled (Economic Breakdown and the 
Suicide of Democracy 1989/2000) by Peter Jay and Michael Stewart. Both works are 
appalling indictments of the virtually uncontrolled bank created debt and its inevitable 
consequences. 

Thus having caused immense havoc and untold misery through reckless lending to 
the developing countries world-wide the Western world bankers had now to find a new 
market to exploit and they found it on their own doorstep, hence the ‘High Street credit 
boom’. Full page advertisements appeared offering loans on almost any conceivable 
pretext. Shop windows were plastered with signs offering £1,000 Instant Credit Second 
Mortgages from building societies ostensibly for home improvements much of which 
found itself buying new cars, holidays abroad, etc.. Prudent mortgage lending went out 
of the window and borrowers were encouraged to take out mortgages in many cases way 
beyond their capacity to repay. The result was that house prices in the year 1988 
increased by 38 percent and by 1989 we were in a balance of payments crisis and 
interest rates were pushed up to 12 per cent. So we read (The Times 9/3/89) “Governor 
fears more defaults by borrowers”. 

Mr. Robin Leigh-Pemberton, governor of the Bank of England, addressing the 
Finance House Association compared the rapid growth of personal credit in recent years 
to the rush of lending to the Third World countries in the 1970's. He said that between 
1976 and 1988 personal borrowing had risen sevenfold, while the ratio of debt to 
personal income had grown from 50 per cent to 100 per cent. However, the lending 
boom is now being squeezed by high interest rates so the private banks looked around 
for a new source to exploit and plans soon were formulated to lend the Soviets a credit 
of £1,000,000,000 by City banks. Apparently objections were raised in Washington, 
and to some extent in the City, to a package deal, with the result the Midland Bank 
renewed £250,000,000 credit to the Soviet Union. Lloyds and Barclays followed suit 
with similar deals. 

As we have seen in the preface, Professor Hayek is convinced that socialism is the 
only — Road to Serfdom. And, few people today would doubt the success that his 
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thinking has had upon government leaders the world over, including Mrs. Thatcher. 
Certainly the private banking system and international finance have had a field day 
aided and abetted by our democratic leaders who are supposedly concerned with the 
welfare of their peoples. However, the writer is convinced that this orgy of debt creation 
is the ‘The Other (because more subtle) Road to Serfdom’. 

Is the situation out of hand and have we left it too late for reform? Mr. Paul 
Bareau, in a letter to The Times, under the editor's heading “Closer control of bank 
lending’ (17/12//88) states: 


“In spite of a virtual doubling of base rates from 7'/, to 13 pc. bank credit continues 
to expand — and no wonder. When the vendor creates out of thin air and confidence 
what he sells, the higher the price, the greater his urge to sell.” He goes on to argue 
“There is a powerful case for a renewed attempt to control bank credit at the base’. 


Mr. Bareau concludes that the solution to the monetary supply puzzle is perhaps 
too simple, simple and common-sensible to occur to the talent at the disposal of the 
Treasury, the Bank of England and Downing Street. So far there has not been a whisper 
of its being considered. A letter from Mr. J. K. Mc. A. Tod to The Times some days later 
(24/12/88) went straight to the heart of the problem when he stated: 


“We need a non-political body to be responsible for the issue of credit”. 


We feel sure that this ‘history of inflation and unemployment’ shows plenty of 
evidence as to why Mr. Mc. A. Tod’s solution is inevitabily the only answer to the 
prevention of a world in serfdom to the money-lenders. 

However, as severe as the strictures were in those letters of the banking systems’ 
propensity to lend thousands of millions of pounds month after month, Bernard Levin's 
article in The Times (21/9/1989) — The Billions That Flew Away — must surely rank as 
one of the greatest indictments of all time of the private banking system. Therefore I 
consider the following statements that Mr Levin made justifies the foregoing comment. 
He says — 


‘And while I am on the subject of banks, let me move from their never ceasing 
exploration of ways of further mulcting their customers to what is perhaps the greatest 
banking scandal of our century — a scandal wholly unlike earlier ones in that it was 
the product not of illegality but of incompetence so huge, so gross, so appalling and in 
its effect so far-reaching that a few years ago it very nearly brought down the entire 
international financial structure of the world”. 


By any standards of judgement that opening statement must, as the saying goes, 
raised a few eyebrows. However, what Mr. Levin did not tell us was that this would have 
happened if the Central Banks had not pumped billions of new money into the banking 
system to prop them up. As my reader is now aware this has been happening throughout 
the history of the modern banking system and so long as parliaments allow their Central 
Banks to safeguard the private banking system from such acts of folly that have incensed 
Mr. Levin it will go from bad to worse until “the entire international financial structure 


of the world” is brought down. 
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We are given “a few simple figures”. Within the past few weeks the ‘Big Four’ banks 
have ‘written off as ‘irrecoverable’, debts amounting to £1,938,000,000, and that they 
are committed to provision against further debt for another £6,700,000,000 (£6.7 
billion). The starkness of those figures when quoted in millions brings their enormity 
into focus. We are told that “These unimaginable colossal sums” were lent to Third 
World and Second World countries including those of the Eastern bloc “on note of hand 
alone” and that the recipients included some of the greatest thieves in all history. 

It is, indeed, ironic to read after Levin’s condemnation of the private bankers’ 
reckless lending the first letter to the editor on the same day — A helping hand for the 
Poles. The writer states that Poland needs 10-billion dollars to make a success of its new 
democracy and goes on to suggest ways by which this could be achieved. However, in 
the last sentence we read that which has caused Mr. Levin and others like myself so 
much anguish: 


“Where Western capitalism could be of help to this process is the establishment in 
Poland of branches of major Western banks to create the conduits for this investment 
and local financial expertise to establish small and medium companies”. 


ACT J 


One can well imagine that soon after the “Western’ banks had settled into the new 
territory advertisements appearing stating that these ‘friendly’ and ‘listening’ banks would 
be delighted to arrange a loan. And, within a few years Poland would find itself with 
a ‘High Street consumer boom’ on its hands and a problem of balance of payments 
deficit, leading, no doubt, to the ‘writing-off’ of shareholders’ money which so incensed 
Mr. Bernard Levin. And so, this monstrous system of privately created bank money will 
continue to enmesh the people in indebtedness. 


ACT II 


In the early part of this year (1989) at the same time as the ‘Big Four’ were 
preparing their balance sheets to show the cancellation of bad debts to the tune of 
£1,938,000,000, three of them were already creating fresh loans to lend to the hard 
pressed leaders of Communist Russia. The Midland loaned another £250,000,000 and 
Lloyds and Barclays followed with similar credits. 


ACT Ill 


[Enter Bank-woe] And so, the catalogue of bank-woe continued, in Mr. Levin's 
article. He tells us of his concern some decades ago of the “gape-making” sums that the 
‘staid, safe, shrewd and sensible high street banks’ were lending to such borrowers. Better 
a ‘borrower of the night’ like Banquo, than a borrower of money at interest]. He states — 


“I knew beyond any possibility of doubt that not a penny of the capital would ever be 
seen again, and that the banks would be lucky to see even a little of the interest”. “In 
the latter half of my prediction” he continues, ‘I actually understated what happened’. 
“It was not long before the banks were lending more money to their debtors in order 
to enable them to pay the interest, and then pay more interest on the interest”. 
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Monetary reformers have been trying since the early part of the 19th century to 
expose this tragic state of affairs, but have always been dismissed as ‘monetary cranks’. 
Mr. Levin still in fine fettle tells us that we are not discussing the ‘Bank of Cucumbers 
and Moonshine” or the “Bank of Albania and Roulette” but the directors of the “Big Four” 
banks who “year after year after year after year” threw their shareholders’ money into the 
consuming furnace of their own incompetence. 


“How did it happen?” Mr. Levin asks. “How was it that the original obviously 
hopeless, loans were made and how was it that millions followed millions into oblivion 
with not the slightest chance of ever being seen again?” 


“As it happens” he says, “there is an answer to those questions’. By now | was agog 
as to what was to follow. However, I was soon disabused of any hope I might have held 
as to the real reason for this monstrous perversion of a monetary system. Mr. Levin went 
on to state that if our bank’s were run properly, every member of the ‘big Four’ who 
was in office when those loans were made and re-scheduled would not only be sacked 
with greatest possible ignominy, but would be sued for every penny he owed. “But” he 
continues, “our banks are not run properly.” 

There then follows a description of the nepotism of these men that one would 
expect from the pen of Auberon Waugh or the pages of the Sun. 


“Nothing,” he continues, “will or can be done about the quality of the men who run 
our banks, because the only people who could do anything are the people of the quality 
in question”. 

And, continues Mr. Levin 


‘a real revolt from below is all but impossible as the way in which the shareholders 
structure is arranged makes this all but impossible”. 


Thus says Levin: 


“short of Mrs. Thatcher nationalizing the banks and sacking the lot of them, nothing 
will be done”. 


Whether he had his tongue in his cheek or not he had put his finger on precisely 
the only way this great problem of monetary and economic instability can be resolved. 

As monetary reformers have seen from David Ricardo to John Maynard Keynes 
that until All Money is created by a state authority free of interest charges, and kept in 
balance with the gross national product by fiscal action the world will continue to be 
cursed with the miseries and upheavals that such a monetary system that Mr. Levin has 
so rightly indicted. 

The power of united private bankers of the world makes it impossible for Mrs. 
Thatcher acting alone and, indeed, would Bush, Mitterand, Kohl, et al., play ball. Only 
the leaders of the democratic industrialised nations united in a determined effort to 
control this terrible juggernaut of money creation could achieve the solution to this 
“greatest banking scandal of our century”. However, as great, if not greater, scandals have 
occurred during this century, I would suggest my reader returns to the introduction and 
mulls over the figures of “written-off” loans that Mr. Loftus presents in his book. 
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To conclude. Running through the editorial thinking of The Times for many years 
there has been great concern as to the way excessive money creation by the private 
banking system leads periodically to dangerous world monetary conditions. During 
1984 Tim Congdon wrote a series of articles in The Times in much he expressed great 
concern as to the rapidly increasing national debt which he dubbed —- The Debt Trap. 
I wrote to Mr. Congdon on 4/6/84 saying that ‘David Ricardo, Keynes, and many others 
had shown that there can be no solution to the problem of National indebtedness until all 
money was issued by a State Authority free of interest charges in the same way as our legal 
tender money (MO) comes into existence free of interest charges”. | asked if 1 could have his 
permission to send a copy of the letter to the editor. He replied “please send a copy to 
the editor of The Times”. 


On 25/6/84 I received a letter from the editor: 


Dear Mr. Swan, 


Thank you for your letter of the 20th June. which I read with great interest. I would 
be grateful for any other thoughts on the subject. 


Yours sincerely, 


Charles Douglas-Home. 


I replied developing my thoughts on the subject of bank created debt and enclosed 
a copy of my proposal for the Redemption of Cheltenham Borough Council's debt to 
the Public Works Loan Board. This was submitted to the Minister for the Environment 
by my Member for Parliament, Mr. Charles Irving. 


The editor replied: 


Dear Mr. Swan, 


Thank you for your letter of July 2nd. I am sorry I have taken so long to reply to 
it but I have been away. I was interested in your enclosures and will discuss them 
with one or two of my colleagues. 


Yours sincerely, 


Charles Douglas-Home 


I heard nothing further and sadly we know the reason. His death was announced 
some weeks later. Therefore, Bernard Levin's article — The billions that flew away — to 
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my great joy assured me that The Times editorial thinking remains alerted to the dangers 
of uncontrolled private bank lending. Furthermore, if, as I am convinced is the case, 
governments acting alone cannot control or oppose such reckless action by the private 
banking system, The Sunday Times advertisement which, appeared in The Spectator (23/ 
9/1989) gives me hope that Bernard Levin's article means what they claim - Only the 
Big One can Tackle the Big Ones. Under the headline cuttings from the Sunday Times 
we are told attempts were made to muzzle all these exposures, but they have all failed. 
It will be of great interest to see if The Sunday Times can succeed in ‘tackling’ the Biggest 
One of them all — and ‘get away with ir’. 

However, as this history shows, many men have attempted to expose the reasons 
as to why ‘capitalism’, which in spite of the immense strides in technology during the 
past two hundred years, has failed to develop a society in which social justice is seen to 
be done. 

Bernard Levin in his fulminations against the ‘Big Four’ High Street banks gave us 
no hint as to where these ‘billions that flew away’ really came from. He told us that it 
was the shareholders’ money. It would be true to say they would have shared in the 
profit if the interest payments had been forthcoming from those ‘billions of pounds’, but 
certainly it was not their capital which was lost. 

I have before me Lloyds Bank Plc Report and Accounts for 1988. On page 36, we 
read that under ‘Share Capital Reserves’ issued capital is £813,000,000 with ‘Reserves’ 
of £2,062,000,000 which has accrued to the shareholders (see p. 46 for summary of 
these ‘Reserves’). Therefore, far from the shareholders suffering a loss they increased their 
capital holdings from 1987 to 1988 by £480,000,000. 

So we must ask — Where did these billions that ‘flew away’ come from? Here we 
are at the very heart of the reason as to why ‘producer-capitalism’ is always in thrall to 
the vagaries of money-capitalism: bank created money. On page 36 we read that ‘Assets 
Employed’ for 1988 are: 


‘Cash and short-termed funds’ £7,081,000,000 — ‘cheques in course of collection’ 
£506,000,000 — ‘Investments’ £962,000,000 — ‘Advances and other accounts’ 
£40,758,000,000. 


In terms of ‘Assets Employed’ we find ‘Cash and short-termed funds’ and page 40 


shows us that these are: 


‘Cash in hand with central banks’ — ‘Money at call at short notice’ — ‘Treasury and 
other bills’ and ‘Certificates of Deposit’ the total being £7,081,000,000. 


We then read that the above 


Assets’ were Financed by ‘Liabilities’ ‘Current, deposit and other accounts’ 
£45,858,000,000. 


It will therefore be seen that of the ‘Assets Employed’ (p. 36.) £40,758,000,000 
were ‘Financed by liabilities’. These ‘Liabilities’ were ‘Current Account’, i.e., depositors’ 
cash in the banks’ tills on which they paid no interest. ‘Deposit Accounts’, i.e., depositors’ 
cash on which interest was paid. And ‘Other accounts’, i.e., borrowing from other 
sources for which the bank pays interest. A total of £45,858,000,000. 
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We have now arrived at the crucial point which illustrates that the bank’s loans and 
overdrafts are based upon the interest free depositors’ cash and ‘other accounts’. Therefore, 
of the total money-supply of the nation only 10 per cent is ‘MO’ i.e., ‘legal tender 
money’, which are represented by coins and bank notes issued by the Bank of England 
free of interest charges and that it is this ‘legal Tender Money’ and ‘other accounts’ 
which enables the banker to create the other 90 per cent of the total money supply. 

For the breakdown of ‘other accounts’ see page 28. ‘Analysis of deposits by type’. 

On page 6, we read in the “Chief Executive's Report’ that “On the basis of the new 
Bank of England definition, the risk adjusted capital ratio, which relates capital to the 
widely varying levels of risk involved in banking activities, including off-balance sheet 
commitments, also improved in 1988 to 10.1 per cent, from 9.1 per cent, in 1987. This 
information shows us quite clearly that the banks have the all-powerful privilege of 
creating up to nine tenths of the amount of new money to their capital. 

Therefore, we see, as page 36 shows, capital of only £5,301,000,000 supporting 
lending of £40,758,000,000. Thus we discover — ‘Lending to customers’ ~ 
£35,808,000,000 — “Hire Purchase’ and ‘Leasing’ — ‘Provisions for bad debts’, etc. - a 
total of £40,758,000,000. 

On page 39 we find that ‘Operating Profit’ from leasing and hire purchase contracts, 
etc., was £1,854,000,000 and that ‘Interest charges on deposits’ (note this should read 
‘Interest charged on loans’ because, as we have learned from The Rt. Hon. Reginald 
McKenna in the jargon of Bank-Speak ‘every loan becomes a deposit’) and ‘other accounts’ 
amounted to £3,720,000,000 which had to be paid from the profits of producer- 
capitalism. 

From the above basic figures of Lloyds Bank money creation for 1988 we can see 
when repeated to a lesser or greater degree world-wide by tens of thousands of private 
bankers why world trade is constantly under threat of instability. By 1993, an estimated 
figure of $880,000,000,000 is traded on the world’s foreign exchanges every day. In 
other words, of this $880 billion dollars which changes hands daily on the (‘For-Ex) 
Foreign Exchanges of London, New York and Tokyo, only 10 per cent or so represents 
transactions relating to genuine trade. 

Take one figure alone to assess the immensity of this problem. As far back as 1985 
the size of the Eurocurrency market was some 3 trillion dollars, i.e., $3,000,000,000,000, 
a figure nearly twice as great as the outstanding Federal Reserve Board debt and exceeding 
by some 50 per cent the value of world trade. Therefore, when compared with latest 
figures outlined above we can see that ultimately this madhouse of a monetary system 
must collapse in the chaos of legalised fraud. A scenario well described in the Koran. 

“Satan threatens you with poverty, and bids you to unseemly conduct (2:268)” “Those 

who devour usury cannot rise up except as arise those whom the devil by his touch has 

driven to madness. That is because they say “Trade is like usury”, But Allah has 

permitted trade and forbidden usury.” (2:275) 


‘Allah will deprive Usury of all blessing, but will give increase for deeds of charity: For 
he loves not the ungrateful Sinner (2:276) “And eat not up your property among 
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yourselves in vanity nor seek by it to gain the hearing of the judges that you may 
knowingly devour a portion of the property of others wrongfully” (2:188). 


As we have seen in the financial panics of 1987 and 1989 this has only been 
averted by the Federal Reserve Board and other central banks injection of billions of new 
money into the private banking system to prevent its collapse. This action must inevitably 
make things far worse for the following reasons. One, it increases the bankers’ confidence 
that no matter how reckless their lending they will always be saved from insolvency by 
governments whom they know are terrified that a loss of confidence in the private 
banking system will lead to the questioning of their ability to control the economy. The 
obloquy heaped upon them by the disillusioned peoples will be truly justified for in 
spite of all the warnings of the excesses of the rapacious banking system the authorities 
have allowed the creation of debt to escalate beyond their control. Two, as is now widely 
recognised, the private banking system has the power and unwarranted privilege to 
create up to ten times the amount of new credit-money based upon the billions of new 
money injected into the banking system by the Federal Reserve Board Bank: thus the 
usurious over-lending that leads to these panics is immeasurably worsened. 

This problem of the private (or pirate) bank created credit money must therefore 
rank as the greatest confidence trick ever to be perpetrated upon mankind. How it was 
that generations of orthodox economists can have deceived by an expedient so simple 
defies all common sense. Briefly stated, that which has come to be accepted as a 
monetary system has come into existence and remains viable simply because the total 
wealth of the nation through the nominally nationalised Bank of England (as with the 
central banks of other nations) safeguards the private banking system from its ever- 
present propensity “to self destruct” because it creates money far in excess of the needs 
of beneficial industry and commerce, thereby continually threatening the stability of 
world trade. The confidence that the private banker has is that the central bank will 
always safeguard his position as the ‘lender of last resort’. This leads to the violent 
fluctuations on the world stock exchanges and the ever-present nightmare of the collapse 
of the world monetary system. 

What is this simple expedient that has placed such power in the hands of groups 
of men we know as bankers? 

1. That they can issue more money than they have received deposits of hard 
cash. 

2. That they can issue new money in excess of the deposits of cash up to a ratio 
of ten times the amount of hard cash deposited. 

3. As bankers have found by experience they will only need to have a reserve 
of hard cash of about 5 per cent to their lending. In fact, as we have seen, 
the Bank of England seeks to keep the banker within a 10 per cent ratio. 

4. We therefore see that the banker needs only £10 cash in his till to support 
every £100 he lends. In other words when he receives £10 extra cash from 
any source he can issue £100 of new money. 

5. Thus we see that the banker's loans have become real money and an addition 
to the nation’s total money supply. 


10. 


11. 


12. 


13. 
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. Since the inception of the Bank of England in 1694, it has always been in 


a privileged position and for nearly two centuries it has also exercised a partial 
monopoly of note issue and in 1833 the privilege of issuing the nation’s 
currency which is known as ‘legal tender money’. Thus this (MO) legal tender 
money, i.e., coins and notes, has become the base on which private banking 
erects its vast edifice of debt. 


. Since the abandonment of the gold standard in 1931 and the inconvertibility 


of the Bank of England notes the man in the street has become convinced 
that the Bank of England notes can be trusted to perform all the functions 
he expects money to do. 


. However, as we have noted, so long as the central bank protects the private 


banking system’s tendency to over-lend there will always be present the 
conditions of monetary instability. 


. It therefore follows, that if the ‘cash’ base, i.e., the legal tender money, is 


under control the total money supply can be kept in balance by fiscal action. 
We now come to the crucial point in this brief analysis of money. To fulfil 
the function that is expected of it in today’s system, it must (a) act as a 
‘measure of value’ — (b) act as a ‘medium of exchange’ — and (c) act as a ‘store 
of value. Of these the most essential function it has to perform is that of a 
‘medium of exchange’. Therefore, if this vital function is in a state of imbalance, 
its function as a ‘measure of value’ and as a ‘store of value’ are continually 
under threat. 

Furthermore, if every ‘loan creates a deposit’ we see that banker’s debts serve 
as money. However, making loans is not the only way in which a deposit can 
be created. A banker buys £100 of securities on the Stock Exchange and pays 
for them by crediting the seller’s account with £100. He (the banker) has 
therefore increased his deposits by £100 which becomes money. 

To safeguard himself the banker in nearly every case when he lends money 
lends on some form of valuable security. So we see the banker's newly acquired 
assets have been acquired by issuing a promise to pay. Therefore, the banker 
is nothing more than a merchant of debt. His assets as well as his liabilities 
consist merely of debt. The whole edifice is built upon promises to pay, 
erected on a narrow cash base. 

We can now see that there is only one asset that the banker cannot create (at 
the present time) and that is ‘cash’, i.e., legal tender money (notes and coins) 
and without it the banking system could not function (in so far as it needs 
the illusion that it only lends what the general public deposit with it). It can 
now be seen that the whole of the private banking systems power lies in the 
fact that they are in the fantastic position to create money based the nation’s 
total credit-worthiness. 


. Therefore, as bank money is ‘created’ money, bankers should not be allowed 


to charge interest for its use. 
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Long before Ricardo, Smith, Lincoln, Marx and Keynes looked at the problems 
associated with defective monetary systems, and much earlier than the great 14th century 
Islamic economist Ibn Khaldun, came Imam Al-Ghazzali, the renowned Islamic jurist 
and philosopher who died in 505 A.H. (12th century A.D). His description of the 
nature of money, and its true function, is perhaps the most profound and elegant of 
them all. In his definitive work ‘“Jhya-al-Uloom’ VA, P88 Cairo 1939 edition, he states: 


“The creation of dirhams and dinars (money) is one of the blessings of Allah... They 
are (to be looked on as) stones having no intrinsic usufruct or utility, for all human 
beings need them, because everybody needs a large number of commodities for his 
eating, wearing, etc., and often he does not have what he needs and does have what 
he needs not...therefore, the transactions of exchange are inevitable. But there must be 
a measure on the basis of which price can be determined, because the exchanged 
commodities are neither of the same type, nor of the same measure which can determine 
how much quantity of one commodity is a just price for another. Therefore, all these 
commodities need a mediator to judge their exact value... Allah Almighty has, therefore, 
created dirhams and dinars (units of money) as judges and mediators between all 
commodities so that all objects of wealth are measured through them...and their (or 
these) being the measure of the value of all commodities is based on the fact that they 
are not (intended to be) an objective in themselves. 


Had they been an objective in themselves, one could have a specific purpose for keeping 
them which might have given them more importance according to his intention while 
the one who had no such purpose would have not given them such importance and thus 
the whole system would have been disturbed. That is why Allah has created them, so 
that they may be circulated between hands and act as a fair judge between different 
commodities and work as a medium to acquire other things...So, the one who owns 
them (it) is as (if) he owns everything, unlike the one who owns a (piece of) cloth, 
because he owns only a (piece of) cloth, therefore, if he needs food, the owner of the food 
may not be interested in exchanging his food for cloth, because he may need an animal, 
for example. Therefore, there was needed a thing which in its appearance is nothing, 
but in essence is everything. The thing which has no particular form may have different 
forms in relation to other things like, for example, a mirror which has no colour, but 
it reflects every colour. The same is the case of money. It is not an objective in itself, 
but it is an instrument to lead to all objectives... 


“So the one who is using money in a manner contrary to its basic purpose is, in fact, 
disregarding the blessings of Allah. Consequently, whoever hoards money is doing injustice 
to it and is defeating their (and its) natural purpose. He is like the one who detains 
a ruler in prison.... 


‘And whoever effects the transactions of interest on money is, in fact, discarding the 
blessings of Allah and is committing injustice, because money ts created for some other 
things, not for itself. So the one who has started trading in money itself has made it 
an object contrary to the original wisdom behind its original creation, because it is (an 
act of) injustice to use money for a purpose other than (the one) it was created for ... If 
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it is allowed for him to trade in money itself, money will become his ultimate goal and 

will remain detained with him like hoarded money. And imprisoning a ruler or 

restricting a postman from conveying messages is nothing but injustice.” 

He has further discussed that the impermissibility of trading in money is applicable 
to units of the same denomination. However, the exchanging of different currencies he 
believed was allowed and explains the difference between these two situations. On the 
subject of interest he states: 


“Riba (interest), is prohibited because it prevents people from undertaking real (beneficial) 
economic activities. This is because when a person having money is allowed to earn 
more money on the basis of interest, either in spot (immediate) or deferred transactions, 
(because) it becomes easy for him to earn without bothering himself to take pains in 
real economic activities. This leads to hampering the real interests of humanity, because 
the interests of humanity cannot be safeguarded without real trade skills, industry, and 


construction.” 


CHAPTER 3 


Karl Marx 


‘Theres none so blind as they that wont see’ 


(Swift, Polite Conversations) 


Ic is said that Marx’s! “Das Capital ranks with the Bible as one of the two books that 
have moulded the world’ history”? and G. D. H. Cole, in his introduction to the Everyman 
Library edition states “it is a safe guess that only a small minority of those who regard 
themselves as Marxists have read it at all”. Although Cole considers it necessary to study 
volumes 2 and 3 for the understanding of “certain important matters” he, nevertheless, 
goes on to say that whoever reads volume I with reasonable care can get from it most of 
what is needed for a grasp of the essentials of the body of economic doctrine which is now 
the official creed of a considerable section of mankind”. 

It is the acceptance of this advice, and it is that which is generally given when 
dealing with Das Capital, which, no doubt, curtails further study of Marx. 

Certainly from reading Cole’s cursory opinion of volume 3 one would never be 
aware of the important field covered by Marx in his examination of - Money, the vital 
clue in our search for - The Cause of Inflation and Unemployment. 

What, it seems, impressed Cole, and it is broadly true of all economists, are the 
sterile academic wranglings on the ‘theory of value, ‘theory of price’, ‘theory of surplus 
value’, ‘marginal value’ and so on, infinitum. 

Thus we find that in the Jevons-Marshall school of economic theory they had 
reached a stalemate in their abstract arguments and had they devoted themselves to the 
study of that which takes place in the real world of money; bankers and financiers, as 
did Marx during his long illness (1870-77), and if they did we are not aware of it in 
their writings. The course of economic thinking, in my view, would have brought 
serious questioning of our method of money creation. 

It was Keynes's examination of their teachings that led to the break-out of this 
impasse, but, as I shall endeavour to show, in spite of his masterly description of the 
economic and monetary scene, he has been betrayed by contemporary, neo-Keynesian 
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thinking, which has failed to see that there can be no real control of the money supply, 
or the alleviation of the crippling taxation brought about by perpetual interest payments 
on bank created money, until all new money is brought into existence by the State at 
near zero interest rates. 

J. K. Galbraith writing in — Money: Whence it Came, and Where it Went, observes 
(p. 5): 

‘The study of money, above all other fields in economics is the one in which complexity 

is used to disguise the truth or to evade the truth, not to reveal it’ 


and again on p.18 says, 


‘The process by which banks create money is so simple that the mind is repelled; where 
something so important is involved, a deeper mystery seems only decent’. 


I am sure that my reader will be interested in the following that passed between 
myself and Anthony Fisher, a man who, I have no doubts, exerts a powerful influence 
in the world of economic affairs, but, alas my efforts were of no avail. From it, one can 
see why it is that Professor Galbraith put his point so cynically above. 


11th March 1975 
Dear Mr Fisher, 


I have now read your book — Must History Repeat Itself— and although in agreement 
with the conclusions you draw from your research into mankind’s recurring economic 
tribulations you fail, as does all orthodox thinking, to examine the basic cause as 
to why we can never escape from the situation which you describe with such 
clarity. 


My researches over the past forty years have convinced me that the cause of 
inflation for which you seek the answer is that the money supply has never been 
controlled. 


Up until 1694 it was in the main debased by the divine right of kings and after 
1694 (the foundation of the Bank of England), by the divine right of bankers and, 
as with kings, so with the banking system. They sought, and succeeded, to create 
‘money out of nothing’ which always led to the economic upheavals that have 
occurred throughout history. 


As William Paterson (founder of the Bank of England) is said to have declared: 


‘The Bank (of England) hath the benefit of interest on all monies it creates out of 
nothing’. 

It is, therefore, this fictitious money which becomes a claim on ‘real wealth’ which 
is the cause of inflation. You come very close to recognition of this fact when you 
state ‘the reserve bank suddenly created some $500 million of new money which 
led inevitably to a bank credit expansion of over $4,000 million in less than one 
year. Thus you have it. The banking system in one year created eight times as 


much new money ‘out of nothing’ based upon the Reserve Bank’s extra cash base 
of $500 million. 
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Your example is, in essence, exactly what has happened through history. John 
Locke and William Paterson both saw and campaigned against the evils of 
unrestricted paper money. David Hume in 1752 said ‘I scarcely know any method 
of sinking money below its level but those institutions of banks, funds and paper 
credit’ and Adam Smith was of the same opinion. 


But the man who went to the heart of the matter was David Ricardo when he said 
‘the advantage would always be in favour of the issuers of paper; and as the state 
represents the people, the people would have saved the tax if they and not the 
banks had issued the million’. (Emphasis mine) 


Over a hundred years later, Keynes in his search for a solution to the problem of 
unemployment formulated the theory of government deficit spending, but the 
authorities ignored his summary of the General Theory, that to avoid the opposite 
evil of inflation there would have to be a ‘somewhat comprehensive socialisation 
of investment as the only means of securing full employment’ and made it quite 
plain that the payment of interest at other than near zero rates always lead to the 
situations you describe. 


In my view, Keynes’s use of the word Socialisation was unfortunate, but as in the 
case I submit, he also went on to say, ‘But beyond this no obvious case is made 
for a system of State Socialism’. 


In other words, Keynes had rediscovered that which Ricardo had shown, that a 
State Bank responsible for the nation’s money supply would put an end to the 
Trade Cycle which can always be shown to be the result of excessive bank created 
money. 


A study of the researches of Karl Marx (Das Capital, Vol. III) of the findings of the 
Parliamentary Committee's investigations into the banking crises of the forty years 
or so after the Napoleonic Wars show pretty conclusively that these great upheavals 
were the result of excessive bank created money. 


Therefore, as I see it, the banking system is the missing element in the monetary 
and economic equation. Adam Smith demonstrated that there were three classes in 
society, i.e., landlords, employers and workers, but failed, as did Karl Marx, to 
identify the ‘fourth class’, the Banking system, who, as Smith said of the landlord 


‘love to reap where they had not sowed’, 


During a debate at the Institute of Economic Affairs (Oct. 74) only once was this 
‘missing link’ referred to and I quote David Laidler (p. 14, Reading 14) : 


“We have a system in which the banking system can actually manufacture its own 
reserve assets by lending at call to discount markets. I do not believe chat it is 
possible to conduct the kind of monetary policy that I would advocate and that 
Milton Friedman would advocate, while we have that institutional set-up”. 


It is for this reason that I consider Edward Heath fell from favour when he made 
the heretical remark ‘the unacceptable face of capitalism’. He should have known 
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that the fringe banks plus property development were but borrowers from the 
‘impostor capitalism’: the banking system, who made all their activities possible. 
And so, although Marx considered that the whole capitalist system was its own 
‘grave-digger’, in my view, the real grave-digger, is this fourth-class, the impostor- 
capitalists: the bankers. 


You conclude that “if human beings are to convert good intentions into good 
results they have to study cause-and-effect relationships in economics”. This you 
have done, but my study of the cause-and-effects arrives at a somewhat different 
diagnosis and as “an ordinary citizen with the consequences of bad government” 
I feel that I also am entitled to say that “many, if not most experts have proved 
wrong”. To develop my case more fully I would be grateful if you would do me 
the honour of reading the typescript of my proposed book. 


Yours sincerely, 


A.W. Swan 


13th March, 1975 
Dear Mr. Swan, 


Thank you for your letter of the 11th March I have learnt much since I wrote my 
book and I would doubt that there is much between us over the creation of money 
by central banks. Governments, as I understand it, should never be in a position 
to issue irredeemable paper money under any circumstance whatsoever. I am not 
aware that I can say that governments should never be able to borrow, but provided 
repayment is guaranteed in something at least the equivalent to gold then no 
problems seem to arise. 


As far as I can see, private banks do not create money. They may create deposit 
accounts and issue their own redeemable notes. But if they really ‘created’ money 
out of nothing then they would come to no harm if debtors never paid. But they 
do get into trouble if debtors don’t pay. In other words in private banking the 
creation of credit money arises out of the credibility of the borrower. 


This is supposed to be so of governments but it always eventually gets out of hand 
even if it starts off correctly. 


I would love to read your manuscripts but I am so overworked at the present time 
that I doubt that I will be able to do so. Nevertheless, I wish you well with it. 


Yours sincerely, 


Antony Fisher 
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18th March, 1975 
Dear Mr Fisher, 


Thank you for your reply dated 13th March. You say, referring to bank created 
money... 


“If they really ‘created’ money out of nothing then they would come to no harm 


”» 


if debtors never paid. But they do get into trouble if debtors don’t pay”. 


To me this is the crucial point in the understanding of what happens in regard to 
the problem of inflation. For what the banking system does is to issue credit, i.e., 
cheque money, or other monetary ‘products’ and instruments, which in the possession 
of the borrower behave as ‘real money’, i.e., currency of the realm, (MO) State 
issued notes and coins, provided free of interest and escalating debt. In other 
words, the money created by the private high-street banks is counterfeit money 
which becomes a demand on ‘real wealth’, and as there has been no corresponding 
increase in goods or services — i.e., ‘real-wealth’ — prices rise. 


No better proof of this is needed than the collapse of many secondary banks and 
if the Treasury via the Bank of England, who in the final analysis represents the 
ability of the nation to produce ‘real wealth’ did not stand behind the banking 
system after an orgy of fictitious money creation, such as we witnessed throughout 
1973, then they also, would be in the same danger as the secondary banks. Monetary 
history has many examples of the State, i.e., the people having to save the banking 
system from its money creating excesses. As Lord McKenna stated when chairman 


of the Midland Bank, 
‘Every loan creates a deposit’. 


I trust the following quotations from impeccable sources will help to make my 
point. ‘Only by a periodic rise in prices (i.e., a fall in the value of money) has the 
community been able to escape from being choked with usury’ (An Outline of 
Money by Geoffrey Crowther). 


‘Banks create money and trade depression arises from the faults in the Banking 
system in discharging of that vital function’, (R.G. Hawtrey when Assistant Secretary 
to the Treasury). 


“When a hard-pressed citizen raises money in credit to pay his taxes, as for any 
other purposes, new money is brought into existence’, (The Times 30/9/1942). 


“The banker is a merchant of debt, and his assets as well as his liabilities consist 
merely of debts; the whole system is built up of promises to pay created on a 
narrow cash base’. [i.e., MO] (An Outline of Money by Geoffrey Crowther) 


‘Banks create and destroy money arbitrarily and with no understanding of the laws 
that correlate its quantity with the national income. They have been allowed to 
regard themselves as the owners of the virtual wealth which the community does 
NOT possess, and lend it and charge interest upon the loan as though it really 
existed and they possessed it. The wealth so acquired by the impecunious borrower 
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is not given up by the lenders, who receive interest upon the loan but give up 
nothing, but [instead] it is given up by the whole community who suffer in 
consequence of the loss through a general reduction in the purchasing power of 
money’, (Wealth, Virtual Wealth and Debt by Professor Frederick Soddy, 1933) 


All this was seen quite clearly by Lord Bradbury in his dissenting memoranda to 
the MacMillan Report and he concluded that the cause of unemployment (and as 
with our present problem of inflation) was insupportable indebtedness both in the 
private and public sectors and summed up the situation with the following words, 


‘If it goes far enough it will leave the producer with no motive to produce and in 
the end cease perforce because there will be nothing [left] to transfer’. 


Yours sincerely 
A. Swan 


24th March 1975 
Dear Mr. Swan, 


Thank you for your fetter of the 18th of March. Surely there is a difference 
between a private loan made by a private bank to a private individual which has 
to be repaid and borrowing by the government from the banks which is only 
partially repaid or never repaid. It seems to me that only governments are strong 
enough to issue irredeemable I.0.U.'s. 


A redeemable and redeemed 1.0.U. seems to me quite justifiable and this is the 
way private banking works. 


If many private borrowers fail to repay a private bank, the bank will be in some 
sort of trouble and may even have to close its doors. This is a penalty for wrong 
decisions. But when governments fail to repay all we get is inflation. 


If there is no difference between private borrowings which suffers relatively few bad 
debts is not different to government borrowing and never repaying, then I would 
be glad of an explanation. 


I don’t think there is too much between us because I am quite convinced that the 
government should have nothing to do whatsoever with money. If it has anything 
to do with money it is to stamp a piece of metal, almost certainly gold, establishing 
its weight and fineness. 


Yours sincerely, 


Antony Fisher 
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2nd April 1975 
Dear Mr Fisher, 


Thank you for your letter of the 24th March. You say in your concluding sentence 
that you don’t think there is too much between us, referring to the money supply. 
With all respect I would suggest that you have missed the main theme of my 
previous letters in that I have tried to show that there can be no solution to the 
problem of inflation until the nation’s money supply is completely in the hands of 
the State. This of course applies to all governments of the free world and because 
they will not grasp this fundamental point, or they are unable to act in concert to 
resist the immense power of international banking and I fear that history will 
repeat itself. 


My answer to your opening sentence is that a private loan by a private bank to a 
private individual, would be in order if the bank were lending its shareholder's 
money or money left on deposit. We would then have a situation similar to that 
of a building society but the banking system, in the main, does not lend its 
shareholder’s money or cash left on deposit, but uses these funds as the cash base 
on which to create upto ten times the amount of ‘new money.’ 


The private loans you speak of are, to my mind, day to day activities of the 
banking system which amount in time to the general flow of commercial activities 
which at a sensible interest rate of 5% or less can be sustained by industry. In other 
words as one firm repays its overdraft another contracts one and to we have 
moderately stable monetary conditions. 


But the tragedy as I see it, of the monetary system, is that in times of war when 
vast sums of money are needed we have brought the new money into existence by 
allowing the banking system to do it by creating new money ‘out of nothing’ 
erected on their cash base. Thus up to the 1914 war the legacy of national 
indebtedness, of which the Napoleonic war laid the foundation, stood at 
£700,000,000, but we emerged from the Great War with the national debt standing 
at £7,000,000,000. 


As you say, the governments borrow, but where did the money come from that 
represented the difference between the two sets of figures quoted above? From the 
international banking system of which our national banks emerged the richer by 
£360,000,000 of government securities and their loans had risen from £540,000,000 
to £1,263,000,000 achieved, in the main, by buying Treasury Notes and using 
them as a cash base for further creation of ‘money out of nothing’. So the same 
folly was repeated again in the Second World War this time pushing the national 
indebtedness up to £30,000 million. 


We can thank Keynes for his insistence on a 2 per cent interest rate that we were 
not confronted with an immediate post-war monetary collapse. But, as you are well 
aware, 2 per cent was not to last and we can, in my view, trace the beginnings of 
the present inflation to the rising bank rates which was passed on into costs thus 
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precipitating the workers’ [legitimate] demand for increased wages to meet the 
increased cost of living. 


This same sorry story of national indebtedness applies to local government debt 
and commercial debt. 


The following figures illustrate as to why I am sure that history will repeat itself 
with all the upheavals and misery it will bring, Milton Friedman has stated that, 
in his opinion, the Eurodollar acts internationally in increasing the money supply 
as does the banking system nationally and so we find that from the $1,000 million 
American dollars in private hands in Europe they created in ten years from 1952 
$60,000 million dollars, now renamed the Eurodollar. In other words they had 
treated a new source of money equal to the money supply of France and by 1973 
had increased this figure to $132,000 million which is the equivalent to nearly 15 
per cent of the world’s monetary stock. What is to be remembered is that these 
Eurodollars are the World bankers’ ‘dream money’ come true as this can now rank 
as part of their cash base from which further money can be created ‘out of nothing’. 
Need I mention Eurobonds, Certificates of Deposit and the like? 


Until such time as the State is responsible for the creation of the nation’s money 
supply at near zero interest rates all the pleadings of the monetarists will be of no 
avail. They accept the part that the banking system plays in the nation’s money 
supply. 

I have taken the liberty of enclosing the preface and chapter I of my proposed book 
and trust it will throw further light on my thinking as to the cause of this great 
evil: inflation. 


Yours sincerely, 


A. W.Swan, 
7th April 1975 
Dear Mr. Swan 


Thank you for your letter of the 2nd April. I am returning your documents 
because it is apparent that I have completely mistaken your understanding of the 
substance of money and its role in the economy. 


I am quite satisfied that the government has no place whatever in anything to do 
with the creation of money, whether this is done interest or interest free that is the 
cause of inflation. 


Governments must meet their commitments in some substance such as gold. 
Promises to pay which are never redeemed must send prices soaring sooner or later. 


Yours sincerely 
Antony Fisher 
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My reader will note in my correspondent’s last letter he says, in spite of my stating 
over and over again my case against private banking, that he had completely mistaken 
my understanding of the substance of money and its role in the economy and goes on 
to say that he is quite satisfied that the government has no place whatever in anything 
to do with the ‘creation’ of money. (my italics) 

It is this acceptance of the part played by private banking since the establishment 
of the Bank of England (1694) that has been the main cause of instability in the nation’s 
currency. The slumps and booms of the great industrial nations throughout the 19th 
and 20th centuries, especially Great Britain and the U.S.A., can, in nearly every crisis, 
be traced to the unrestricted creation of credit. When the orgy of paper creation reaches 
its climax doubt sets in and bankers and their financial allies find themselves in difficulties 
as the many structures they have created with fictitious bank money start to collapse for 
truly they inhabit a house of cards. 

Panic sets in and the country is faced with a slump and increasing unemployment 
and the people look to the government for the alleviation of their plight. 

Thus the belief of my correspondent that all money ‘creation’ should be in the 
hands of private banking will always lead to these periodic crises which the economists 
have labelled the Trade Cycle, but, in my view, are clearly caused by the Money Cycle. 

Therefore, my reason for including the foregoing correspondence in this chapter 
on Karl Marx is to show that the mind is always prone to believe what it wishes to be 
true, because, although Marx discovered and stated, that there were two forms of 
capitalism, i.e., the money-capitalist and the producer-capitalist, he, in the final analysis, 
chose to ignore the results of his own findings, preferring to close his eyes to the 
obvious, otherwise his case against ‘capitalism’ would have been seriously undermined. 
But not so with Keynes; he arrived at the same conclusions as Marx, but stated quite 
clearly that producer-capitalism could not survive if it was not released from the shackles 
of the money-capitalist. 

It is, however, the protection of the private banking system and the position of 
great power in its privilege to create the nation’s money supply which will hasten the 
Socialist state, not the teachings of Karl Marx. Hence the title - The Other Road To 
Serfdom. 

It was the example set by the Bank of England which was established by a City 
of London syndicate to raise a sum of £1,200,000 to loan to the government at interest 
and on the security the government gave the Bank that it was able make loans to private 
borrowers at interest. This new money was raised on the security of the cash deposited 
with them, and is, therefore, fictitious. 

Well might William Paterson have declared (and if he did not he had every reason 
to do so): 


“The Bank hath the benefit of interest on all monies it creates out of nothing.” 
Yet my correspondent and a long line of apologists for this faulty system of money 
creation refuse to see that this fraudulent money has brought about the great banking 


crisis during the past two-hundred years. Bank credit fuelled the great debacle of the 
South Sea Bubble, the widespread bank failures of 1847 and 1857 and on through the 
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19th century into the 20th century. The Great War piling up huge debts which as with 
the Second World War were to a great extent bank created. The Great Crash on Wall 
Street in 1929 leading to a world depression, the result of wild uncontrolled speculation 
was made possible by bank created money to be repeated again in Britain and the U.S.A. 
In the 1950's and 1980's and the recent manifestation in Britain the result of the 
Conservative government giving the banking system the go-ahead to create the fantastic 
sum of £5,000,000,000 of new money during the first nine months of 1971. 

The inevitable outcome, as all history has shown, was a collapse of confidence in 
the financial bubble inflated by this fictitious bank created money. 

The appalling revelations of the inherent weakness of the structures built by men 
such as Caplan, Slater, Whyte and many others have been well reported by the press and 
the repercussions of this terrible phase of monetary madness still rumble on to ultimate 
meltdown in the not too distant future. 

At the time of recording this (1977) the Bank of England has stepped in with the 
taxpayer’s money to rescue the Slater Walker Bank and Edward Bates, two of the many 
so-called authorised fringe banks that either collapsed or were in serious difficulties. 

The approximate estimate of what these two particular delinquents of the banking 
system will cost the taxpayer is something in the region of £50,000,000, but this is 
indeed, as the saying goes, peanuts, for during the period following the Great Crash on 
the Stock Exchange 1973 the Bank of England and the big four clearing banks were 
keeping over thirty of these ‘authorised fringe banks’ from collapse by shoring them up 
to the tune of £1,300,000,000. 

And so, with Bates and Slater-Walker safely tucked away we were left with two of 
the large family of problem children; the First National Finance Corporation and the 
United Dominion Trust whose continued existence (at the time this was written) was 
to cost the taxpayer somewhere in the region of £600,000,000. 

Yet, in the main, these ‘authorised fringe banks’ were fathered by the Bank of 
England and the big four clearing banks as they were responsible with the connivance 
with the government for the creation of the £5,000,000,000 of new money during the 
first nine months of 1971 and during the period 1971-73 new money to the tune of 
£17,000,000,000 came into existence. It is this (and the writer considers it is important 
to show the extended noughts for the full impact of the size of these sums of money) 
which only the Bank of England and the ‘big four’ banks have the power to create that 
has landed the nation with a well-nigh insoluble problem. Not only did they create this 
vast amount of new money, but, and I have no doubts, they have created and are 
creating more new money to prevent the collapse of the ill-conceived ‘banks’. In other 
words to paraphrase an old saying ‘pouring bad money into bad’. 

It has been said, when the U.S.A. sneezes the world catches a cold. Such is the 
power of this industrial giant that the slightest hiccup in its monetary system is felt 
throughout the world. As she grew in strength towards the end of the 19th century 
blessed with vast resources of agricultural land, mineral wealth and raw materials the 
nation’s stability was periodically upset by banking panics. 

For example, during the year 1873-1884, 98 banks failed, in 1892 a further 83 and 
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in 1893 — 496. The years 1907-1908 saw 246 failures and during the aftermath of the 
Great Crash on Wall Street, between 1930-34, there were over 9,000 bank failures. 

In spite of this, what do we find in the 1970's after all these American examples 
over the past 170 years? As with the protection the Bank of England has always given 
to the banking system in its times of self-inflicted difficulties, so we find in the United 
States the same attitude prevailing on the part of the monetary authorities. 

The Daily Telegraph (24/1/76) reports that the Federal Deposit Insurance 
Corporation has compiled a list showing that about ‘300 small to medium-sized banks 
in America faced serious operating difficulties’ and that ‘some of the banks were said to 
face problems so severe that the agency may have to come to their aid’. It also seems 
that the Comptroller of Currency and the Federal Reserve Board had compiled lists. 
But, as with the Bank of England, the U.S. banking systems protector Mr Arthur Burns, 
the Federal Reserve chairman, ‘warned the House of Representatives Banking sub- 
committee against public disclosure of reports casting doubt on the soundness of individual 
banks’. 

A day or so later this brought a reply from Mr. Henry Reuss, chairman of the 
House of Representatives Banking Committee who, ‘entered the debate about the health 
of the American banking system’. He says that banks should be required by law to 
publish important indicators of their financial soundness and in a speech to the New 
York State’ Bankers Association said banks should issue details of the quality of their 
loans, the maturity and distribution, ratio to capital and income to assets, etc. Also, that 
the volume of international loans and deposits should be published 

For the reader curious as to what Henry Reuss is referring to, the following 
information from Time (13/6/77) will give some indication as to the magnitude of this 
problem worrying the monetary authorities. Under the heading - Banking: Shaky 
Mountain of Debt — professor Robert Triffin voicing the growing concern as to the 
ominous shadow by this rising mountain of debt across the international banking scene 
informs us that foreign loans made by the world’s private banks surged from 
$100,000,000,000 dollars in 1969 to $548,000,000,000 dollars in 1976. United States 
private banks lending $207,000,000,000 dollars by 1976. Such is the indebtedness of 
the LDC’s (Less Developed Countries) that the increasing possibility of default would 
cause panic to spread through international banking. Banks have been able to avoid this 
danger up to the moment by renewing loans or of extending payment. 

However, the threat remains. But in the light our own recent experience with the 
banking crisis of 1973-75, the U.S. bankers are confident, however, that if they get into 
real trouble the government will either rescue the debtor country through some 
international funding operation, or bail out the banks directly. In other words the 
taxpayer pays for the follies of the profligate bankers. Once again we see in these reports 
no serious questioning as to why it is that so many banks are again in difficulties and 
in spite of all the evidence that every banking crisis throws up; the over creation of 
money or credit which is the same thing when it is in the hands of the borrower, and 
so long as the authorities remain silent on this basic fact there can be no solution to the 
constant threat to the nation’s economic stability. 
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Yet, in the face of all the overwhelming evidence of the fundamental flaw in 
monetary thinking, the supporters of the banking system say they would rather trust the 
private bankers than the government. 

It is my case that, if the privilege of creating money had been wrested from the 
private bankers in the early part of the 19th century as David Ricardo showed by the 
establishment of a State Bank rigidly controlled by a Board of Commissioners answerable 
to Parliament [See Appendices for Ricardo’s Plan for the establishment of a National 
Bank of England.], governments would have been relieved to a great extent of intervention 
in business activities in its attempts to ease the problem of unemployment. 

Furthermore, as Ricardo demonstrated, if the state created all new money instead 
of allowing this function to remain in private hands, it would not need to borrow at 
interest from a banking system which then levies unjustifiable charges upon it, which 
in turn forces governments to increase taxes to pay off the unnecessary interest. Therefore, 
the State, the people, year after year in perpetuity are taxed to pay the thousands of 
millions of pounds of interest on this fraudulent money. 

From this basic error in our monetary system there emerged the great folly of 
funding government borrowings, which from the early 19th century completed the 
foundations of our national indebtedness. The past eight years (1970-77) has shown the 
debt-creating madness of the British government, local authorities and public boards in 
full spate as the following figures will clearly illustrate. 

Taking the figures for 1970 we find the government borrowed £1,542,000,000 
and local authorities and public boards £377,000,000 with each year excepting 1973 
and 1974, showing massive increases. For the year 1977 we find the government 
borrowings have swollen to the incredible figure of £8,103,000,000 and the local 
authorities and public boards to £1,137,000,000. 

Thus in the period 1970-77 we find the total indebtedness incurred by the 
government is £32,419,000,000; local authorities and public boards £6,024,000,000 
and set against these enormous borrowings company borrowings totalled £6,07 1,000,000. 

Well may the Stock Exchange say: 


“In pre-empting the greater part of the funds available for investment, government has 
been free of commercial disciplines of interest rates ~ the tax payer pays and there is no 
need to consider, as a company has to, whether the required interest can be earned”. 


Therefore, it is this disastrously wrong monetary policy that will eventually destroy 
the will of the small producers to meet this ever-increasing burden of taxation and rates. 
The bankruptcies for the past few years bear this out. 

In the past, the thousands of small firms drew their capital from small investors, 
which for me is the essence of ‘true’ capitalism, but as the government and local 
authorities’ borrowings have pushed up the demand for loans, in so doing, they have 
increasingly offered higher interest rates of return to these traditional investors, who are 
seduced by the security that official bodies with the power to raise taxation and rates 
can offer. It is, therefore, not to be wondered at, that the investor has deserted the small 
producer of real wealth, who in turn, has been forced to resort to expensive bank 
borrowing. Hence British R&D (Research and Development) has taken a back seat, 
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along with other essential long-term investments preferring the (Rob and Duplicate) 
approach. 

Business plans, with long-term gestation periods cannot be served by overnight ‘hit 
and run’ finance, which above all, favours speculators and liquidators. The bulk of the 
figure shown above for Company borrowings we can be sure found its way through the 
great institutional inventors into companies of such large size that they think only in 
terms of many millions of pounds. 

Take for example the following instance of what will eventually become the sheer 
impossibility of maintaining the value of the currency: the Miners Pension Fund. We 
read that since its inception in 1952 its total assets have been built up to over 
£256,000,000 and that the enormous figure of over £2,500,000 flows in every week and 
as is with the general investment of pension funds the Miners Pension Fund has invested 
over 33 per cent of its total funds directly into property. 

This example, one of the many financial structures, in common with the National 
Debt, will create such enormous demands in the future that production will find it 
insupportable. In short, the thrift of present savings will be sacrificed through the 
inflationary demands that will arise. 


As Geoffrey Crowther, put it in his book — An Outline of Money, 


“Only by a periodic rise in prices (i.e., a fall in the value of money) has the community 
been able to escape from being choked by usury’. 


Therefore, the findings of Marx in the field of real money will yield up to the 
seekers of the cause of inflation a great number of examples of that which happens in 
actual practice, as opposed to the abstract world of the academics. The dead-end that 
orthodoxy has reached is aptly summed up in the following quotation.‘ 


‘Apparently wearied by controversy, and perhaps impressed by the futility of further 
refinements of abstract theory in face of the complex facts of modern life, economists for 
the most part made an end of controversy some fifteen or twenty years ago, and turned 
their attention more to a realistic study of life about them’. 


Towards the end of his life Marx had reached the same conclusion and writing in 
Vol. III of Das Kapital put it this way. 


“The vulgar economy really does nothing else but interpret, in doctrinaire fashion, the 
ideas of persons entrapped in capitalist conditions of production and performing the 
functions of agents in such production to systemize and defend these ideas”.’ 


Therefore, as I try to demonstrate throughout this book, economists are ‘entrapped’ 
in defence of a monetary system by which the community becomes ‘Choked on Usury’. 

It is true that Marx in volume 1 chapter 24 — Primary Accumulations, pp. 836- 
839, presents a reasonably compact catalogue of iniquities that flow from the public 
credit, otherwise the national debt, but I am convinced that after Marx had written 
volume I of Capital (published in 1867) filled with the revolutionary zeal that flowed 
from the Communist Manifesto (in 1842) he realised that embedded in the quotation 
that follows was the solution to the conundrum he sought to solve. 
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‘The only part of the so-called national wealth that actually enters into the collective 
possession of modern peoples is — their national debt. Hence, logically enough, the 
modern doctrine that a nation grows richer the more deeply it is in debt. 

The public debt becomes one of the most powerful stimuli of primary accumulations. 

With the wave of an enchanter’s wand, ‘the funds’ endow barren money with the power 
of reproduction, thus transforming it into capital, and this without the risk and the 
trouble inseparable from its investment in industrial undertakings, and even from 
putting it out upon usury. The creditors of the State, in actual fact, surrender nothing, 

for the money they lend is transformed into public bonds, easily negotiable, bonds which 
for all practical purposes can serve as so much hard cash. Furthermore, the system of 
national debt has not merely produced, by these means, a class of idle bond holders; has 
not merely brought into being the improvised wealth of financiers who play the part 
of middlemen between the government and the nation; has not merely originated the 
tax-farmers, the merchants, the private manufacturers, to whom a goodly share of every 
national loan accrues as capital fallen from heaven. In addition it has given rise to joint 
stock companies, to dealings in negotiable securities of all kinds, to stock jobbing ~ in 
a word, to gambling on the stock exchange and to modern bankocracy.® 


The italics are mine. It is my belief that the intensive study which Marx carried 
out during his seven years of illness (1870-1877) led him to the realization that the seat 
of power was the money-capitalist and, in my view, his separation of the industrial- 
capitalist from the money-capitalist left a proposition in part 5 of volume 3 which, 
indeed made for Engels the great difficulty of editing. Therefore, I suggest, a further 
quotation from pp. 336-337, Vol. I. emphasises the complicated nature of the structure 
of ‘capitalism’ that Marx had attacked. 


‘Since the national debt is buttressed by the public revenue, which must provide whatever 
sums are needed for the annual payment of interest, etc., the modern system of taxation 
is a necessary supplement to the system of national loans. The loans enable the government 
to defray extraordinary expenditure without, for the moment, imposing fresh burdens 
on the taxpayers; but in the end, higher taxes have to be paid in return for this 
advantage.’ 


‘On the other hand, the increase in taxation due to the accumulation of the debts that 
are contracted one after another, make it necessary for the government to have recourse 
again and again to fresh loans in order to defray new extraordinary expenses.’ 


In the preface to volume 3 of Capital, edited by Frederick Engels he explains that 
between 1863-1867 Marx not only completed the first draft of the two last volumes of 
Capital, but also completed the first volume for the printer. If this is so, then one can 
imagine the reason as to why Engels tells us that: “The greatest difficulty was presented 
by part 5 of volume 3 which dealt with the most complicated subject in the entire 
volume’. This section is, without doubt, for the monetary reformer the most important 
part of the whole of Marx’s thinking and research. Engels was born in Germany in 1820. 
He was engaged in his father’s cotton business. He became involved with, and remained 
a constant friend of Marx with whom he collaborated. 
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In Ernest Untermann’s translation of volume 3 of Capital from the first German 
edition he tells us that: ‘Engels has informed us that it was during Marx's long illness 
— 1870-1877, that he studied, among other subjects, banking and the money markets’. 

It is, therefore, I suggest safe to assume that Marx during these seven years of study 
‘demonstrated the new results’? that he arrived at in part 5 of volume 3. Here he deals 
with the root of the problem which has brought the free world face to face with the 
increasing difficulty of producing the ‘real wealth’ to meet the demands of Credit and 
Fictitious Capital (chapter 25). In chapter 29 - The Component Parts of Capital, and 
his examination of various forms of Money-Capital and Actual-Capital, Loan-Capital, 
Currency and Credit, Rate of Interest, etc., we have abundant instances of how the 
welfare of the nation is sacrificed to the creators of money. 

In fact, the whole of this section with the many examples that Marx quotes from 
Parliamentary reports of Select Committees on banking activities leading up to the 
various monetary crises during the mid-19th century show quite clearly, how industry 
and its work-people suffered from the uncontrolled expansion and contraction of the 
money supply which the economists identify (incorrectly) as the Trade Cycle. 

It is, in the light of this information that I submit it was a tragedy of the first 
magnitude for the future freedom of the peoples of the world that Marx wrote the first 
volume of Capital based solely on the idea that all capitalism was the exploiter of the 
working people. Looking around he saw what appeared to him as an ardent reformer, 
overwhelming evidence amidst the appalling poverty and degrading conditions which 
the industrial revolution had brought to great numbers of people concentrated around 
the growing industries. 

To explain this exploitation of the working class Marx formulated the doctrine of 
— Surplus Value — and assumed that the nation consisted of two groups; the capitalists 
and the wage labourers. Thus volume I of Capital has become for the have-nots the 
reference book of the iniquities heaped upon the ruthless ‘power of the boss’ and, 
therefore, in the eyes of the revolutionary this power must be taken away from him and 
vested in the State: the proletariat. For then the Surplus Value would be shared among 
the workers and not diverted to the capitalist class. 

However, events have shown that the escape from Capitalism to Communism has 
merely changed ‘the boss’, and in so doing has sacrificed the precious freedoms that 
mankind has struggled so hard to achieve. 

Marx assumes in volumes 1, 2,and 3 of Capital that there are only three great 
classes of society and yet in spite of the revealing evidence he presents in the fifth section 
of volume 3 of the power the banking system wields he still persists, no doubt, because 
he had so committed himself in volumes 1 and 2 to the idea of the exploiting capitalist 
that he could not bring himself to admit, as Ricardo had discovered earlier, that the issue 
of the nation’s money should be in the exclusive hands of the State and not the private 
banking system. Therefore, in my view, there exists, and to all intents and purposes, 
there has always existed a ‘fourth class’. 

What is even more extraordinary is that Marx never refers to David Ricardo's 
examination of the part played by the banking system in the creation of credit money 
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and his finding that if loans for the State had to be raised they should be raised by the 
people — i.e. the State, who would then be spared the need to tax the people to pay the 
interest on loans provided by the ‘the fourth class’ running the private banking system. 
Therefore, we must constantly remind ourselves that: “The advantage would always be 
in favour of the issuers of paper...”8 

In fact, on the ~ Trinity Formula,? Marx asserts that, ‘Capital — profit (profit of 
enterprise plus interest), land; ground rent, labour-wages, this is the trinity formula 
which comprises all the secrets of the social production process.’ 

It is, indeed, strange that Marx could so blind himself to the self-evident truth 
that, if the banking system is able to create new money and charge interest, it would 
then be in the same position as the landlord. The following quotation is a glaring 
example of Marx’s incomplete analysis of “all the secrets of the social production 
process.” 


“Just as the operating capitalist pumps surplus labour, and thereby surplus-value and 
surplus product in the form of profit out of the labourer, so the landlord in turn pumps 
a portion of this surplus-value, or surplus-product out of the capitalist in form of rent 
in accordance with the laws already elaborated”.'° 


In fact, right to the last, as Engels points out in his preface, Marx in the seventh 
part of volume 3 states: 


“The three major classes of developed capitalist society — the landowners, capitalists and 
wage labourers — corresponding to the three great forms of revenue, ground rent, profit 
and wages and the class struggle, an inevitable concomitant of their existence, as the 
actual consequence of the capitalist period”." 


Therefore, the missing link, it seems to me, in Marx’s long analysis of the problem 
of the distribution of wealth is the existence of this ‘fourth class’: the banker and his 
power to create and destroy money. 

This ‘fourth class’ would then represent, as with rent from land, consumption 
without production and is obviously the situation the majority of the people regard as 
ideal and presumably explains the constant hope of a fortune from gambling — hence 
the vast sums that pour into betting, football pools, premium bonds and the like. 

We can safely assume, as history shows, that as soon as the masses of the people 
were deprived of land by the strong-arm methods of the barons and finalised by Acts 
of Enclosure in the 18th and 19th centuries, a class was established that could consume 
without producing by the perpetual charge on production by the means of rent. 

Thus this long established and accepted fact of the acquisition of the land by force 
was to be joined by another class of exploiters who had discovered during the 17th 
century that money could be created ‘out of nothing’ and in 1694 we saw the birth of 
the Bank of England, which of course, it was nothing of the sort, it was merely an 
institution formed by a City of London syndicate to lend money to the government at 
interest and mortgage by degrees the entire country. 

A point, eloquently made, by the not-so-simple ploughboy, William Cobbett: 


“I set to work to read the Act of Parliament by which the Bank of England was created, 
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and all the Acts about loans, and funds, and sinking funds...and I soon began to 
perceive that the fate of the Kingdom must finally turn upon what should be done with 
that accursed thing called the National Debt. The sum at first borrowed was a mere 
trifle (£1,200,000). But it was very far from intending to stop at that trifle. The 
inventors knew well what they were about. Their design was to mortgage by degrees the 
whole country, all the lands, all the houses, and all other property, and even all the 
labour, to those who lend their money to the State...the scheme, the crafty, the cunning, 
the deep scheme, has from its ominous birth been breeding usurers of every description, 
feeding and fattening on the vitals of the country, till it has produced what the world 
never saw before - STARVATION IN THE MIDST OF ABUNDANCE’. 


And so, throughout the past three centuries, the great majority of the nation, the 
producers of ‘real wealth’, have had to support the burden of this fourth class’ which 
consumes without producing. It is also argued that because we accept the right of the 
present owners to the possession of the land and to charge rent, by that same token, 
we must also accept the right of the banker to create ‘money out of nothing’ and 
charge rent for it in the form of interest. 

But, it is my opinion, through the acceptance of Parliament and orthodox economic 
thinking that this overwhelming and most powerful of all privileges will remain in the 
hands of private individuals, and that this will ultimately lead to a monetary collapse 
on a far greater scale than the disaster of the 1930's. 

Whereas there is only a given quantity of land from which rent can be demanded 
we have allowed the growth of a system which has discovered it can create practically 
unlimited paper-money in its many guises and charge interest (i.e., rent) on it. 

It is this reckless creation of paper-instruments that serve as money throughout the 
free-world and the unwillingness of governments to restrict this power that must inevitably 
bring about a disastrous collapse of the nation’s currencies with all the upheavals and 
misery this will bring. Marx tells us chat, 


‘Interest in fact is merely a portion of the profit, i.e., of the surplus-value which the 
functioning capitalist industrialist or merchant has to pay to the owner and lender of 
money-capital whenever he uses loaned capital instead of his own’. 


In other words Marx discovered and quoted a number of examples as to how the 
employer and his workers are both victims in the final analysis of the money-capitalist 
and identifies it with the concentration of money-capital into the hands of the banker. 

Over and over again Marx leads us to think that this concentration of savings, be 
it the profits of industry or private savings is the money the banker loans as capital. 


‘The development of the credit system and the attendant ever growing control of 
industrialists and merchants over the money savings of all classes of society that is 
effected through the bankers, and the progressive concentration of these savings which 
can serve as money-capital”.\ 


Marx quotes Tooke as follows: 


‘The business of bankers...may be divided into two branches. One branch of the banker's 
business to collect capital from those who have no immediate employment for it, and 
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distribute or transfer it to those who have. The other branch is to receive deposits of the 
incomes of their customers, and pay out the amount, as it is wanted for expenditure 
by the latter in objects of their consumption...the former being a circulation of capital 


and the latter currency.“ 


What a tragedy for mankind it has turned out to be, that the banking system was 
not compelled by law to do just that, i.e., — collect, distribute and or transfer. The 
following is the banker, Lord Overstone’s statement before the Parliamentary Committee 
on Commercial Distress 1846-47. 


‘The banker is the go-between who receives deposits on the one side, and on the other 
applies those deposits entrusting them, in the form of capital, to the hands of persons, 
who, ete.’ (Marx italics) 


To this, Marx comments: 


At last we have what he means by capital. He converts money into capital by ‘entrusting’ 
it, less euphemistically, by loaning it at interest’.' 


The following statements of Marx are interesting examples of his awareness of the 
separate position of the money-capitalist as opposed to the industrial-capitalist, but he 
does not make clear that in the hands of the banker the money he placed at the disposal 
of the industrial-capitalist is new money created at a ratio of ten times to that of his 
customer's deposits. A process which debases legitimate hard-earned proceeds or savings 
by a factor of ten, which is allowed under our ‘Fraudulent Standards’. 


‘The banker, who receives the money as a loan from one group of reproductive capitalists, 
lends it to another group of reproductive capitalists, so that the banker appears in the 
role of a supreme benefactor, and at the time, the control over this capital falls completely 
into the hands of the banker in his capacity as middleman’.” 


‘The same mass of actual money can, therefore, represent very different masses of money- 
capital. Mere money whether it represents realised capital or realised revenue, becomes 
loan capital through the simple act of lending, through its transformation into a 
deposit, if we consider the developed form of the credit system. The deposit is money- 
capital for the depositor. but in the hands of the banker it may be only potential money- 
capital, which lies idle in his safe instead of, in its owners. The development of the 
credit system ts promoted, thereby increasing the number of bankers, money lenders, 
financiers, etc. With the development of the available money-capital, the quantity of 
interest bearing paper, government securities, stock, etc., also grows.'® 


‘The bankers place huge quantities of the publics money-capital at the disposal of this 
unsavoury crowd of dealers, and thus this brood of gamblers multiplies.” 


There are many such examples in a similar vein although Marx in Part 5 massed 
overwhelming evidence to show that the real power resided in the hands of the banker 
he could not, or would not bring himself to divorce banker-capitalism from producer- 
capitalism. Thus this fourth-class’ is in the same position as the landlord whom, as 
Adam Smith saw, ‘love to reap where they never sowed’. 
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Therefore, as I have tried to demonstrate the continuing tragedy of the indictment 
of capitalism which Marx launched in volume I of Capital could have been rectified 
following his extensive research into what happens to money in the real world of 
economics as opposed to classical orthodoxy. But no, Marx in spite of all the evidence 
he unearthed of the conflict between ‘true-capitalism’ and ‘impostor-capitalism’ persisted 
in lumping them together as capitalism; the exploiter of the workers. 

What could be a better illustration than the following statement by Marx of this 
bankers-power and what is true of the time he writes is also perfectly valid today. Surely 
Marx must have realised that he was here stating the same reasons why Ricardo had 
decided much earlier that the people would have saved the tax if they, and not the 
private banks, had issued the millions. He writes: 


‘Ts there is anything more absurd, for instance, than the Bank of England (1797 to 
1817) — whose notes have credit only thanks to the state — taking payments from the 
state, i.e. the public, in (the) form of interest on government loans, for the power 
granted it by the state to transform these same notes from paper into money and then 
lend it back to the state?’ 


As Keynes was to show in his great work — The General Theory of Employment, 
Interest and Money that, with the Socialisation of the money supply, interest rates could 
fall to near-zero. 

Therefore, implicit in the following quotations, I would suggest, Marx was saying 
the same thing: 


‘Tt is indeed only the separation of capitalists into money-capitalists and industrial- 
capitalists that transform a portion of the profit into interest, that generally creates the 
category of interest.” 


Tf all capital were in the hands of the industrial-capitalist there would be no such thing 
as interest and rate of interest.” 


Therefore, the all important point that Marx seems have missed (for whatever 
reason) was that which Ricardo had already made clear and that Keynes, through 
pondering this problem in the 1930’s would also come to conclude, that all that was 
necessary was to bring about a ‘somewhat socialisation of credit’ with interest rates at 
near-zero, and that a State bank would do just this. 

As quoted above, in volume I, p. 836, Marx deplores the conversion of ‘barren 
money’ into capital, and states, ‘and this without the risk and trouble inseparable from 
its investment in industrial undertakings’. 

It is, therefore, my submission that all the evidence that Marx had assembled 
during his illness in the 1870’s confirmed his observation in volume I of the conflict 
between the banking system and industrial-capitalism. Thus we find Marx in volume 3 
explaining, 

‘But to represent functioning capital is not a sinecure [1.e., a remuneration without 

effort], like representing interest bearing capital.” 
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and goes on to say, 


‘On the basis of capitalist production, the capitalist directs the process of production and 
circulation. Exploiting productive labour entails exertion, whether he exploits it himself 
or has it exploited by someone else on his behalf. Therefore, his profit of enterprise 
appears to him as distinct from interest, as independent of the ownership of capital, but 
rather as the result of his function as a non-proprietor a labourer’.** (Marx’ italics) 


This observation is, to my way of thinking, the key to the whole problem of the 
controversy between the advocates of State ownership and the supporters of the Capitalist 
system and although Marx, as one would expect, having committed himself in volumes 
1 and 2 of Das Capital to the belief that the ruthless exploiting capitalist was responsible 
for the poverty that he saw around him could not bring himself to admit that the 
industrialist-capitalist was worthy of his reward and that profit was in fact partly his 
income and partly the dividends on savings invested in the enterprise and that set aside 
for further capital equipment. 

It was inevitable that in its initial development the factory system would be bound 
to throw up such conditions that enraged Marx, but he was not alone in observing that 
the developing industrial system was driving more and more of the working class into 
these degrading conditions. Robert Owen showed great concern at what he saw, as did 
Louis Blanc, and both of them sought a way out by some form of co-operation, but as 
Blanc realised the State should have the power of banker which would bring an end to 
the power of exploitation by the unaccountable, private, banking system. 

Therefore, in my view, in spite of all the evidence that Marx accumulated he failed 
to admit that the flaw in the capitalist system lay in the banking system which because 
of the commanding position it occupies in the control of the nation’s money supply and 
the tribute of interest payments demanded by it, forced ‘true-capitalism’, i.e., the 
industrialist and labourer alike, to divert more and more of their production to meet the 
claims of interest payments on the vast sums of money it had created ‘out of nothing’. 

It is this false ‘exploitative’ and ‘unnatural’ capitalism that Marx should have 
indicted. 

As I will try to show it is the same false claim on the part of orthodox economic 
thinking to separate the system of money creation from the true savings of the people 
and industry that perpetuates the great economic crises that periodically sweep over the 
so-called capitalist system. As Marx discovered, and is true of the crisis in which we are 
at present engulfed, they stem from the over confidence of the banking system and the 
creation of more money than goods thus leading to classical inflation, i.e., ‘too much 
money chasing too few goods’. It is for this same reason that I have headed chapter 10 
The Betrayal of Keynes. In The General Theory he distilled the thinking that went into 
this great work in the following statement: 


T conceive, therefore, that a somewhat comprehensive socialisation of investment will 
prove the means of securing an approximation to full employment. But beyond this no 
obvious case is made out for a system of State-Socialism which would embrace most of 
the economic life of the community.» 
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Anyone conversant with Keynes's thinking in The General Theory knows that it is 
the above factor which is ignored by economists when they discuss the causes of inflation 
and unemployment. He insisted throughout the whole of his work of the important part 
that interest rates play in the operation of the economy and concluded that near-zero 
interest rates were crucial for the survival of producer-capitalism. Keynes made it quite 
clear that to achieve this: 


Tt would mean the euthanasia of the rentier, and consequently, the euthanasia of the 
cumulative oppressive power of the capitalist to exploit the scarcity-value of capital’.® 


We see, therefore, that Keynes brought himself to separate the money-capitalist 
from the industrial-capitalist and in his advocacy of ‘socialisation of investment’ was 
asking for that which Ricardo called for in his plan for the establishment of a National 
Bank, for which see the Appendices to this work. 

One can, I feel sure, see the reason why Engels considered the fifth section of 
volume 3 of Capital to be “the most complicated subject in the entire volume”; that 
which, for Marx and Engels was quite simple and straight-forward in volumes 1 and 2. 
However, the blanket condemnation of all grades of capitalists as the enemy of the 
workers, is thrown into great confusion by Marx's later separation of the money-capitalist 
from the industrial-capitalist in that the real power lay exclusively with the money- 
capitalist — i.e., the banker. 

What could better illustrate the dilemma they faced than the following admission 
by Marx? 


‘The industrial-capitalist is a worker, compared to the money-capitalist, but a worker 
in the sense of a capitalist, i.e., an exploiter of the labour of others.” 


Marx shows in many examples that insupportable interest payments throws both 
the employer and his workers together as joint-victims of the exploiting money- 
capitalist — the banker. 


For instance: 


After every crisis there are enough ex-manufacturers in the English factory districts who 
will supervise, for low wages, what were formerly their own factories in the capacity of 
managers of their new owners, who are frequently their creditors.™ 


What Marx is showing here is the failure of business brought about by the inflation 
of the money supply and the resulting Trade Cycle and again he misses the point that 
this excess supply of money would not have happened if a State Bank had issued the 
money at near-zero interest rates and kept it in balance by fiscal action with the nation’s 
annual production. 

In other words, it is the solution to the — “Unsolved query left behind by John Law 
— How to utilise the re-flationary possibilities of bank-money and yet avoid the risk of 
repeating a breakdown’.”? 

Marx, in his chapter on Credit and Fictitious Capital quotes a number of authorities 
to show the functions of a banker and many examples are given to show, in most cases, 
the ease by which money could be raised from the banking system. 
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There then follow ten pages of evidence given by bankers and merchants before 
various Parliamentary enquiries into Commercial Distress 1847-48 and these indeed, 
give us an interesting insight into that which actually passes as ‘sound finance’ of the 
banks. In chapter 26 under the heading of Accumulation of Capital, there follow 
twenty-six pages of further evidence given before the Select Committee on Bank Acts 
1857. 

Lord Overstone’s (banker) views, indeed, make for fascinating reading in his defence 
of a system that is in the position to exploit the creation of money; that vital link 
between production and consumption. On page 560 we find this type of reply which 
would be repeated time and time again through the many cyclical crises the country has 
passed since then, but each time the story is the same and will prove so again when the 
present reckless expansion of privately created bank money has run its inevitable and 
ruinous course. 


Previously to the Act of 1844...when the exchanges were in favour of the country, and 
positive panic and alarm existed throughout the country, there was NO limit put upon 
the issue, by which that state of distress could be relieved.’ 


To which Marx observes ‘so speaks a man who has occupied a post for 39 years 
in the administration of the Bank of England’ [He was in fact its Governor in 1848 but 
it was kept secret, disclosure being regarded as ‘too hazardous’]. Marx goes on to say, ‘let 
us now hear a private banker’, pointing out, that he (Twells) was the only one among 
all the witnesses before the Committee who gave any insight into the actual condition 
of the country and saw the approaching crisis of 1857. 

Mr. Twells was asked “How do you think the Act of 1844 has operated’, to which 
he replied, 


If I were to answer you as a banker I should say it has operated exceedingly well, for 
it has afforded a rich harvest to bankers and (money) capitalists of all kinds. But it has 
operated very badly to the honest industrious tradesman who requires steadiness in the 
rate of discount, that he may be enabled to make his arrangements with confidence... 

It has made money-lending a profitable pursuit. 

Again it is necessary to stress that in our search for — The Cause of Inflation ~ it 
should always be remembered that the banker does not lend the money deposited with 
him, but uses it as a base from which to create new money and this new money having 
been brought into existence becomes an unjustifiable demand on present production, 
thus more money than goods in circulation which must inevitably lead to a fall in the 
value of money, or as we say inflation, 

Before this same Committee there appeared a witness by the name of E. Capps a 
building contractor and the following question was put to him. 


‘You are, then, in general of the opinion that the present system (of bank legislation) 
is a somewhat adroit scheme for bringing the profits of industry periodically into the 
usurer’s bag? 


I think so. I know that it has operated so in the building trade’! 
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In the conclusion to Marx’s examination of the English Bank Laws of 1844, Engels 
inserts the following statement of Lord Overstone to the Banking Committee on the 
14th July 1857 — in spite of Mr Twell’s evidence to the contrary 


‘By strict and prompt adherence to the principles of the Act of 1844, everything has 
passed-off with regularity and ease, the monetary system is safe and unshaken, the 
prosperity of the country is undisputed, the public confidence in the wisdom of the Act 
of 1844 is daily gaining strength. If the Committee wish for further practical illustration 
of the soundness of the principles on which it rests, or the beneficial results which it has 
ensured, the true and the sufficient answer to the Committee is, look around you, look 
at the present state of the trade of the country...look at the contentment of the people, 
look at the wealth and prosperity which pervades every class of the community, and then 
having done so, the Committee may be fairly called upon to decide whether they will 
interfere with the continuance of the Act under which those results have been developed’ 


This was Overstone’s “song of praise” before the Bank Committee on July 14; four 
months later the government had to suspend this “miracle-working law of 1844 in order 
to save what could be saved”. 

No wonder Engels found all this ‘new matter’ that Marx had unearthed and 
presented in part 5 of volume 3, ‘the most complicated subject in the entire volume’ for 
as a successful industrial-capitalist himself he must have been assailed with doubt as to 
the validity of the case of the exploiting capitalist that Marx had previously so simplified. 

Thus Overstone’s “song of praise” is exactly the way that the bankers talked up to 
the eve of the Great Crash on Wall Street, and so the nation directly as the result of the 
failure of business and the loss of their savings in equities, or indirectly through taxation, 
must pay for the folly of the excess creation of new, unaccountable money, by the 
banking system. 

I will leave my reader to judge why it is that Governors of the Bank of England, 
bankers and financiers have been saying the same thing ever since to the detriment of 
industry and the nation, yet their power to manipulate the nation’s money is never 
seriously challenged. 

We can see the reason for Lord Overstone’s and the many such similar statements 
that have been made by his successors and predecessors in defence of their lucrative 
privilege of money creation, but what is unforgivable is the deception that politicians 
are elected to look after the greater interest of the nation and this the monetary history 
of the past 150 years, or so, shows they have failed to do. 

Well might the second leader article in the Daily Telegraph of 5.6.73 reporting Mr. 
Heath’s speech to the young Conservatives assembled at Bournemouth fasten on to the 
statement that ‘the free market should not be regarded as a God to be worshipped’ and 
for this biggest of all ‘U’ turns in Tory faith he ‘enjoyed a standing ovation’ but as the 
Telegraph goes on to ask, referring to the government's responsibilities: 


‘How can that be, when so many of Mr. Heath’ critics insist that Government alone 
can and should control one of the vital factors in the economy — the money supply? 
Here Mr. Heath, so ready to proclaim government’ duty to control wages and prices 
when it thinks fit, seem anxious not to assume too much responsibility...” 
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Tt was wage claims, he insisted yesterday, which had been the greatest single cause of 
inflation. But a wage claim cannot cause inflation unless it is gratified and cannot be 
gratified unless the Government allows the necessary additional funds to circulate. Mr. 
Heath, so anxious to invoke the Government authority in every economic sphere, seems 
disinclined to use authority here’. 


I have quoted this second leader at length as pretty well every problem we are faced 
with today stems from the creation of new money by the private banking system, 
therefore, my answer to this conundrum is simply that Mr. Heath, although now a 
politician is, as are so many around him, not only in the Tory party, but, also, in the 
ranks of Labour and the Liberals, a banker’s man, who speaks not as a politician, but 
as one of the long line of Lord Overstone’s apologists for an inherently unstable banking 
system ‘with a natural propensity to self destruct’. 

At about the same time Heath’s government was encouraging the banking system 
to inflate the nation’s money-supply. They introduced a system of inflation proofed 
pensions for the public sector, i.c., civil servants, members of parliament, police, doctors, 
nurses, teachers and the majority of nationalised industries, etc. Thus, having fuelled the 
money supply with £17,000,000,000 of new bank created money in the period between 
1971-73 inflation was inevitable, bringing an alarming jump in the cost to the nation 
of indexation of these pensions (estimated at the figure of £2,000,000,000 for 1980). 
How can trade unions be expected to ask for less if they are expected to produce the 
real wealth by which the value of these pensions can be maintained. 

In his book ‘Confessions of a Monopolist in 1906, Frederick C. Howe shed some 
light on the reasons why the majority of politicians always seem to end up acting against 
the interests of those who elected them: 


“These are the rules of big business. They have superseded the teachings of our 
parents and are reducible to a single maxim: Get a monopoly; let Society work for 
you: and remember that the best of all business is politics; for a legislative grant, 
franchise, subsidy or tax exemption is worth more than a Kimberly or a Comstock 
lode, since it does not require any labour, either mental or physical, for its 
exploitation.” p. 157. 


In the words of Paul Rupert De Beer (now Mohammed Rafiq) when listening to 
bankers and politicians making promises or denials, it is always wise to remember Marx 
who said: “Are you going to believe me, or the evidence of your own eyes”. No, not Karl 
on this occasion, but Groucho. 


NOTES 


1. Karl (Heinrich) Marx (1818-1883). German philosopher and journalist. He edited Rheinische 
Zeitung (1842-42) before working with Friedrich Engels, producing the Communist Manifesto in 
1848. Expelled from Prussia (1849), he settled in London, where he adapted, amongst other 
things, Hegel's ideas to produce a theory of social change, and dialectical materialism. He believed 
that violent revolution was indispensable to create a classless society. Vol 1 of Das Kapital (1867) 
greatly influenced later socialism and communism. Volumes 2 and 3 were completed by Engels 
in 1884. 
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CHAPTER 4 


“The Dogs May Bark...” 


‘Only by a periodic rise in prices (i.e., a fall in the value of money) has the community 
been able to escape from being choked by usury. 


(From An Outline of Money by Geoffrey Crowther) 


‘The dogs may bark but the caravan marches on.’ This statement, made by Sir 
Montague Norman, Governor of The Bank of England, in the nineteen-thirties, at a 
City of London function, was in reference to the attempts of monetary reformers 
(including Vincent Vickers, a former governor at that time) to draw attention to the 
fundamental cause underlying that, and earlier economic breakdowns. If he were alive 
today, I have no doubt, that he would repeat his remark with every confidence that the 
caravan would still be rolling on thirty years from now. And quite rightly so, for 
although a long line of thinkers and writers during the past hundred and fifty years have 
seen the true cause of the world’s economic tribulations and a great deal has been written 
on this subject the bankers can lie easy in their beds as they see no shadow of threat 
to their lucrative privilege so long as this protest remains quietly respectable and politically 
unorganised. 

To my knowledge the serious efforts made between the wars to alert the people as 
to the ultimate disaster that the uncontrolled licence to print money would bring would 
constitute a much longer roll call of the now forgotten names than those I have studied. 

However, for the student I am convinced that the awareness on the part of a great 
number of people expressed through these meni lives on today. As with the great banking 
crises of the mid-19th century which brought intense questioning of the banking system 
and, as I have shown, the one led by David Ricardo came very near to success in the 
creation of a State Bank. So between the wars, especially after the collapse on Wall 
Street, this questioning brought to the fore various individuals and groups campaigning 
in the same manner as a hundred years before against the greatest confidence trick in 
all history — bank created money. 
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The names outstanding in these attempts after the Great War to bring to the 
attention of the nation the paradox of ‘poverty amidst plenty’ were Arthur Kitson in his 
book — A Fraudulent Standard; Professor Soddy in his great work — Wealth, Virtual 
Wealth and Debt, which he dedicated to Arthur Kitson; and Major Douglas's — Economic 
Democracy and in 1931 his - The Monopoly of Credit. 

These three men were in agreement as to the basic cause of the ever-recurring 
economic problems that bedevilled governments: the power of private banking to create 
the nation’s money and charge interest. 

Their methods of analysis and the beliefs they held as to the cure of this evil varied 
as one would expect, but with the many men that followed them especially after the 
Great Crash on Wall Street and its aftermath the Great Depression they all started their 
examination of the cause of the great economic catastrophe from the same basic fact. 

An interesting point as to these three men is that they were not trained as economists, 
but as scientists and engineers. And so again we find one of the later leaders of this 
movement against our method of money creation was Vincent Vickers of the engineering 
firm Vickers Armstrong. Vickers was at one time a director of the Bank of England from 
which he resigned owing to ill-health. In his studies of the economic breakdown of the 
late 1920’s he came to the conclusion that all our ‘economic tribulations’ were self- 
inflicted by an unworkable monetary system. 

Robert Boothby, in his book — The New Economy! writing of the period between 
the wars, condemned the insistence by the authorities for a policy of deflation which 
forced firms into a policy of restriction which, in turn, was adopted by the trade unions. 
This inevitably led not only to a vast reduction in the production of real wealth, but, 
also, to the deliberate destruction of raw materials. As Boothby, later Lord Boothby, 
observed: 


“Not scarcity but glut became the bogey. Therefore, by 1939, the strength of the 

capitalist system was undermined...From the moment the profit motive took the form 

of restriction, the system was doomed. For all this the bankers — and especially the Bank 

of England — were greatly responsible”. 

Vincent Vickers was, as Boothby declared, “a notable exception” and quotes Vincent 
Vickers’ condemnation of what he saw as disastrous for the nation. 


“We have to remember that the value, that is to say the purchasing-power of money, 
and consequently the price of goods, can be and has been, varied intentionally and 
deliberately not by the will or action of the State, but by those individuals who 
themselves manage and control the money, though they constantly aver that they act fair 
and on behalf of the community”. 


“We returned to the Gold Standard in 1925 for the benefit of the City of London, and 
so ruined our basic industries... A monetary system which begets such flagrant injustice 
cannot be regarded as an equitable system. Yet no one in authority here dares to attempt 
to alter it because the bankers don’t want it altered.”? 


As I have pointed out elsewhere Robert Boothby’s book — The New Economy, stands 
today, in my view, as one of the most scathing indictments of that which passed between 
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the wars and continues to pass for sound economic and monetary policy today. In his 
first section of his book — Retrospective, Boothby describes the political and economic 
events from the Great War to the commencement of the Second World war and says: 


“It was the bankers who, in order to maintain the exchange value of their money 
plunged this country and ultimately the whole world into the miseries of depression and 
unemployment, who denied a subsistence living to those (who through no wish of their 
own) were out of work, who burned wheat, cotton, coffee and cocoa rather than ‘ell 
at a loss’ — while millions of human beings suffered from want, and often starvation, 
in idleness”. 

“To every out-worn economic shibboleth of the 19th century, they stuck like glue. 
Finally — with the aid of six million German unemployed — they produced Hitler. Both 
they, and the system to which they clung, stand condemned’. 


Therefore, in the light of Boothby’s assessment of that which passed as “sound 
economics”, I would urge my reader to make every effort to read, and judge for themselves 
as to whether history is repeating itself 

Among the men of the Economic Reform Club of which Vincent Vickers was a 
member, were two others whose writings left on me a lasting impression. They were 
Reginald Rowe's — Root of All Evil, and the Earl of Portsmouth’s — Finance, the Enabler 
of Production and Distribution which, together with Vincent Vickers’ — Economic 
Tribulations, demonstrated why we are not allowed to solve the problems of production 
and consumption. And we will never solve these problems as long as we persist with the 
fiction of bank created money. With many other devoted supporters they carried out 
their campaign for a reform of the monetary system, This organization today is now 
known as The Economic Research Council. 

A veil of silence has been drawn over the findings of these men, as with the 
pioneers of this bank reform movement in the 18th and 19th centuries, but, in my view, 
the impending monetary breakdown will bring their writings from obscurity and, one 
hopes, vindicate their past endeavours. 

The story of John Maynard Keynes is, somewhat, in a similar vein and although 
he started life as a trained economist under Alfred Marshall at Cambridge, he was soon 
to question many aspects of Marshall’s teachings as his — Tract on Monetary Reform 
(1923), Money (1930) and the great work — The General Theory of Employment, Interest 
and Money, was to prove. It was, as I will hope to show in chapter 10 — The Betrayal 
of Keynes, the acceptance by governments of his ‘deficit spending theory’ as the solution 
to the great problem of unemployment, but their failure to accept the conditions which 
he laid down that would be necessary to avoid the opposite evils of inflation and 
deflation, which has led the world to the brink of another great monetary collapse. 

So this great problem awaits the advent of a trusted national figure to campaign 
in the country and enlighten public opinion before it is too late. For, make no mistake, 
time is ebbing away fast and should we suddenly find ourselves engulfed in another 
economic breakdown the man in the street will not suffer in comparative silence as did 
the generation of the nineteen thirties. 
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The acceptance of the degradation and seuse of hopelessness by the working class 
was the result of the age old belief: The rich man in his castle, the poor man at his gate. 
This situation is no longer valid as the new generation of unemployed as the result of 
the nation’s Welfare State has never experienced the terrible poverty of their forbears, but 
it is generally agreed that this has been made possible by the discovery of North Sea Oil. 
The all-important question this raises is, what happens when the oil runs out? 

What is certain is that if the nation has not re-structured its industrial system to 
meet the standard of life expected by the people the next generation will turn in fury 
upon their betrayers, for betrayed they would be and it would be too late to make 
excuses. Which, no doubt, prompted Napoleon Bonaparte to remark, when shown an 
interest table and the figures relating to France’s debt: 


“The deadly facts herein revealed, lead me to wonder that this monster, interest, has 
not devoured the whole human race. It would have done so long ago if bankruptcy and 
revolutions had not acted as counter poisons”. 


Small wonder then, that the Rothschilds financed Wellington's campaigns against 
Napoleon when he obtained support from the Grand Sanhedrin in 1806 and the 
support of Rabbi David Sinzheim, the Chief Rabbi of France, in outlawing interest/ 
usury. What then is this lucrative privilege the bankers possess and its connection with 
this institutionalised system of betrayal? Simply this, that over the past one hundred and 
fifty years we have allowed a system of private money creation to develop which has 
grown more and more powerful and although the people have been taught to believe 
that through the democracy of the ballot box they elect a government to carry out their 
wishes. Nothing is further from the truth for as Rothschild is reported to have said: 


“Permit me to issue and control the money of the nation and it matters not who makes 
its laws.” 


The obvious outcome of placing such a privilege as the creation of money in the 
hands of private, and unaccountable individuals, would be the inevitable temptation to 
create too much with the result that a situation arises in which too much money in 
existence leads to inflation then on to a loss of faith in paper money which leads to a 
threat to the value of the currency leading, inevitably, to deflation and unemployment. 

As Adam Smith saw quite plainly: 


‘All systems either of preference or restraint, therefore, being thus completely taken away, 
the obvious and simple system of natural liberty establishes itself of its own accord. Every 
man, as long as he does not violate the laws of justice, is left perfectly free to pursue 
his own interests his own way, and to bring both his industry and his capital into 
competition with those of any other man, or order of men” 4 


As I have pointed out elsewhere Robert Boothby’s book — The New Economy — 
stands today, in my view, as one of the most scathing indictments of that which passes 
for sound economic and monetary policy. Therefore, the removal of this unwarranted 
privilege of the private creation of the great proportion of the nation’s money supply by 
the bankers is the first requisite, if “every man” is to bring both his industry and capital 
into competition with those of any other man. 
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If not, the dice is always loaded against the genuine savings of every man. Therefore, 
Adam Smith goes on to say, that in order to safeguard natural liberty the sovereign has 
three duties to attend to and in the context of “every man’s” industry and capital the 
monetary reformer contends that the second duty is crucial in: 


“Protecting, as far as possible, every member of the society from injustice and oppression 
of every other member”. 


In the creation of the money supply this has never received the searching examination 
it demands. Therefore, I submit, until the “injustice” of bank created money is removed 
society will continue to be “oppressed” by the unique privilege bestowed upon the 
private banking system to create new money. This is briefly what I mean by the betrayal 
of the people. Throughout this book it will be seen where the real power lies. 

Many times during the past forty years or so I have attempted to explain this 
problem to some of the people I have met and, in most cases sensed that the proposition 
put to them, i.e., that the main cause of our recurrent economic ills lies in the fantastic 
privilege that the bankers possess in their ability to create money out of nothing and at 
a tiny cost appears to be so incredible or crazy, that one is dismissed — like the boy 
protesting in the story of the King’s New Clothes — as an imbecile or a crank. Indeed, 
the term ‘monetary crank’ is the label immediately fastened to the neck of anyone who 
questions this truly ludicrous state of affairs. 

One of course has met a listener who grasps the point, but dismisses the subject 
with a shrug of the shoulders and some such remark as, “but what can one do about 
it?” 

What indeed? That is the question every monetary reformer has asked. Over the 
years I have hoped that a national figure would emerge and expose this sorry state of 
affairs through searching analysis and debate so desperately needed, before it was too late 
to prevent the onrush to world indebtedness and all the problems that would follow a 
large scale default. 

There was a time in the mid-fifties when I hoped that Sir Robert Boothby was to 
be this man when he posed the question in a letter to the Daily Telegraph “as to whether 
it is in fact possible to exercise some control over our domestic economy without paying 
such heavy fines to the bankers and discount markets?” The following is the letter I 
wrote to Sir Robert: 


Sir Robert Boothby M.P 17.3.56. 

House of Commons 

Dear Sir, 

“The dogs may bark, but the caravan rolls on”. 


If my memory serves me correctly, this statement was made by Sir Montagu 
Norman in an oblique reference to the late Vincent Vickers’ attempt through the 
E.R.C. to bring about a realisation that our ever increasing national debt burdened 
with its interest payments will create such a gigantic snowball that all the efforts 
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of British industry will fail to push it any further — It is my submission, that we 
are in a decade or so of this happening and my reasons for this letter to you, Sir, 
is the correspondence that started up in the “Telegraph” on the 6th instant, to be 
followed by a letter from Edward Holloway (is this the Edward Holloway of the 
E.R.C.?, I think it must be.). The day following you came back into print and to 
my amazement, I read the passage “without paying such heavy fines to bankers and 
discount markets” This could mean political suicide, and I believe the situation 
before very long will be so serious that you with your now revealed beliefs will form 
a rallying point from which we can “Shape our Course” (was the editor sympathetic 
with such on a heading to your letter) What bothers me is the suddenness with 
which this forbidden subject was brought to an end and now for a whole week 
with the exception of a thoroughly orthodox letter from Lord Brocket, nothing has 
appeared that has any bearing whatsoever on the lines, should I say dangerous lines 
for its banking regulator — you were developing? Good luck in your coming 
struggle, but I am convinced that when the truth is out you will have an enormous 
following, but it will be a hard and bitter fight. 


Yours very sincerely, 
A.W. Swan. 

To which Sir. Robert replied on the 21st of March.1956. 
Dear Sir, 


I write at Sir, Robert Boothby’s request to acknowledge your letter of March 17th, 
which he has read with appreciation. For your information, you are right in your 
supposition as to the identity of Mr. Edward Holloway. 


Yours truly, 


Sir Robert Boothby. K.B.E. M.P 

Robert Boothby was one of the small group of Members of Parliament which 
included P. C. Loftus, to whom this book is dedicated, who saw the damage that the 
policy of inflation would bring that was being forced upon the nation in the early 
1930’s. As Boothby said, “It was a terrible thing to have to watch this country savaging 
herself, year after year, in the grip of an economic theory and system which had ceased 
to have any validity”. As to those who tried to alert the public, “And for their efforts 
they were dismissed as monetary cranks.” 

The following quotations are from Boothby’s book — The New Economy, published 
in 1943. In 1922, as Boothby relates, Lloyd George made a heroic attempt to save 
Europe from the consequences of failure, but it was too late. The consequence of the 
failure of the Genoa Conference for Britain was the decision to settle the American debt 
as advocated by the Cunliffe Currency Committee (Lord Cunliffe was Governor of the 
Bank of England during the Great War). Thus, Boothby records: “This involved our 
return to an unregulated international gold standard, at pre-war parity exchange. The 
object of this policy was nothing less than the re-establishment of the supremacy of the 
market, i.e., of the City”. p.13. 
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The decision to return to the gold standard, at the pre-war exchange parity was 
made before Winston Churchill became Chancellor of the Exchequer, but he was made 
responsible for the decision which was catastrophic for the country, in his speech to the 
House of Commons in 1932, he complained that the bankers and experts have misled 
the government which resulted int the general strike which, when ended, left a coal 
stoppage that continued for a long time to be followed by the worst possible decision 
that of a policy of deflation, which was to deny our basic industries and agriculture its 
share in the world recovery of 1926-29. As Boothby pointed out, our return to pre-war 
parity of $4.86 was largely responsible for the American inflation leading to the crash 
on Wall Street, which sent its shock waves all over the world and precipitated the crisis 
of 1931. 

The result of this return to a “sound monetary policy” was that within six years our 
industry and trade was in a very parlous state with an unemployment figure of over 
1,400,000. I am sure my reader will agree as to why Boothby included in his book the 
following speech made by P. C. Loftus in the House of Commons at the outbreak of 
war, My main reason for repeating the extract of the speech in full is to illustrate that 
it corresponds almost word for word with the possible exception of agriculture with the 
situation at the present time in which the nation finds itself in the latter part of the 20th 
century. 


‘I well remember coming back from France in 1919. This country was richer and had 
a higher prestige than ever before in its history. We had the greatest Navy, the greatest 
Air Force and the finest Army in the world. We had the land of England better 
cultivated than it had been for two generations. We had more, skilled mechanics, more 
skilled shipbuilders in the country, with magnificent, new factories and machinery. The 
whole world was clamouring for our goods, and primary producers throughout the 
world had good incomes because prices were satisfactory, and they could pay for our 
goods, and were demanding our goods. Our position was one of immense wealth; but 
financial theory said ‘You are poor’, and for twenty bitter heart breaking years we 
laboured to make the actual facts fit financial theory. Prices of primary producers 
throughout the world were forced down by our financial policy of deflation, we ruined 
the farmers of the world and the farmers of our own country. We destroyed ship- 
building yards, pulled down factories, scrapped machinery, forced our skilled mechanics 
and artisans to migrate to America and the Dominions; we made the soil of England 
go out of cultivation and become more derelict than it had been for hundreds of years. 
At the end of twenty such years of bitter and hard work, we had made the actual facts 
fit the financial theory, and we were poor indeed, and unable to keep up adequate 


armaments and our prestige sank almost as low as it had ever been’. 


To this Boothby says; the purpose of his book The New Economy is to enquire how 
best to avoid a repetition of this preposterous and intolerable tragedy. Meanwhile, as 
Boothby shows, the merchant bankers of the City “still embedded in the nineteenth 
century had continued to lend money to Europe on a lavish scale” While on the other 
hand, credit was denied to our own industries, but the defeated nations of the Great 
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War, “especially Germany” (1) had only to ask to be given in full measure. Given is the 
right word, for we saw very little repaid of these loans that British industry so desperately 
needed. And so, loans to Germany reached their peak in the summer of 1929 and now 
becoming anxious to safeguard the value of the immense investments made by a number 
of finance houses in the City, the Bank of England sent Dr. Sprague to Berlin after the 
Wall Street crash to convince Dr. Bruning of the absolute necessity of deflation. He 
succeeded and the result was 6,000,000 unemployed through which Hitler came to 
power — with a little help from his benefactors J. PR Morgan, Hijilmar Schacht, and 
Montagu Norman, Governor of the Bank of England. The other major players in the 
Hitler Project were the Bush-Walker family, Avrel Harriman and Allan Dulles. 

Thus the (1929-31) Labour Government's attempts to grapple with the legacy of 
a hopelessly outdated monetary system eventually brought about its defeat and the 
nation turned to the hope of a way out through a National Government. The result of 
this election in October 1931 was a disaster for the Labour Party and for Lloyd George. 
The Conservatives 471, Liberal Nationals 35, Liberals 37, National Labour 13. Fifty 
three Labour members were elected, but as the footnote on p. 14 The Times Book, of 
extracts from The Times newspapers — National Government 1931 suggests, that if the 
Labour Party had shown more enthusiasm for electoral reform, with a third of the votes 
polled, they might have saved nearer two-hundred seats. 

However, when speaking on September 2 1931, Mr. Dalton M.P. told his 
constituents at Bishop Auckland that the first Labour government had been destroyed 
by ‘a bankers’ order’. It is this belief that lies at the back of most Socialist thinking, and, 
as this book attempts to show, how right they are, but equally so that they also make 
the mistake of identifying producer-capitalism with bank-financed-capitalism and until 
they are separated there can be no industrial peace for the nation. 

But as I will try to show in my chapter on Keynes, only when the majority of 
political thinking realises that only when the value of money has been stabilised — and 
this will only be achieved when all money is issued through a State Authority at a near- 
zero rate of interest — only then, will this recurring problem that sets one section of the 
nation against another, be solved. Alas, Sir Robert (later Lord Boothby) after a lifetime 
spent in trying to alert the House of Commons and the public to the tyranny of our 
inhuman monetary system has now joined the ranks of ‘forgotten men’. At this point 
a brief history of the banking structure and the power that stems from it will illustrate 
that ‘banker-capitalism’ is the arbiter of the fortunes and misfortunes of ‘producer- 
capitalism’. 

Writing in 1838 of the banking crisis of 1825, G. R. Porter, ER.S. said, it was 
attributed by many persons to the increase in paper money put into circulation by 
country banks, therefore, the principle object of Parliament was aimed at regulating the 
issue of private banks. At the same time, however, provision was being made by Parliament 
for the establishment of joint-stock banks which should be banks of issue. Boothby then 
makes this statement, which in view of the following analysis of the power structure of 
the banking system as it stood in 1938, has proved to be precisely as Porter foresaw it 
a hundred years earlier. 
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(1) Loans to Russia the Tron Curtain’ countries, Japan, Germany, the ‘Third World’, 
etc., etc., compared to the appalling neglect of our own industries who have to content 
themselves with ‘short-term’ loans, prove that nothing has altered. (since 1838) 


“If the views of the Legislature had been directed to produce a system by means of which 
a perfect control over the currency would be secured, a more unlikely method of attaining 
that object than the establishment of joint-stock banks could hardly be imagined. By 
their constitution, these establishments would naturally stand high in the public 
estimation. With large paid-up capital and a numerous list of partners, the more 
ostensible of whom were usually men of property and consideration, while all were 
answerable for the debts of the company to the full amount of their fortunes, the public 
would take their paper with perfect confidence, and as considerable local influence 
would always be exerted in their favour, the case must be extreme indeed which would 
bring on a run against them. In fact, the greater the degree of reputation and credit 
such banks enjoy, the greater is the danger of their contributing to unsettle the currency.” 
(Progress of the Nation, Published in 1838, p. 216.) 


A word of caution, however; as far as liabiliry and accountability are concerned, 
banks are above the laws which govern you or I. Ten years earlier, the Statutes of Fraud 
Amendments Act of 1828 was passed, which, in effect, continues, 165 years or so later, 
to grant bankers and or their agents immunity from prosecution even if they knowingly 
commit fraud. I am most grateful to Mr. John D. Pett of The National Association For 
Victims of Fraud and Banking Malpractice, for bringing to my attention the following 
piece of information, which proves that banks operating in Britain today, can and do 
commit fraud legally. 

The book: The Consumer, Society, and The Law, states: 


‘A bank is not, however, liable if it gives a false reference dishonestly, This astonishing 
rule is established by an Act of Parliament known as the Statutes of Fraud Amendments 
Act 1828, ostensibly passed to prevent fraud but in practice apt to protect dishonest 
persons from the consequences of their fraud. Section 6 of this Act provides that no 
action can be brought to make a defendant liable by reason of any representation 
relating to the ‘character, conduct, credit, ability, trade or dealings’ of any other person 
made to assist that other person to obtain credit, money, or goods, unless the representation 
‘be made in writing (and) signed by the party to be charged therewith. 

‘Bank references are usually given in writing, but the 1828 Act specifies that the 
writing must be signed, and does not permit the signature by an agent. Even if the bank 
reference was signed by the manager, — and normally they are not — this would not 
suffice to make the bank liable. If the bank is a limited company, it has been held that 
before it can be sued for fraud the dishonest reference must have been impressed with 
the embossed ‘common seal’ of the company, a procedure reserved for the most formal 
of legal documents. If the bank is not a limited company but a partnership the reference 
must be signed by all the partners. It is remarkable that this section, the sole purpose 
of which is to protect persons giving fraudulent references, should have remained 
unrepealed for over a hundred and fifty years.” (p. 234). 
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The information on which the following survey is based is from — The Bankers of 
London by Percy Arnold published by the Hogarth Press in 1938. It demonstrates how 
accurate G. F. Porter's assessment of the development of the banking system was to be, 
a hundred years later on. 

The Bank of England established in 1694 was a private company and remained so 
until the last war when it was nominally nationalised. The proprietors met half-yearly 
and heard the Governors report to what is known as the General Court of the Bank. 
The Governor, Deputy Governor and directors composed the Court of the Bank. In 
1938 there were fourteen thousand holders of stock of the Bank of England. The 
Governor (at that time Montagu Norman for the nineteenth year in succession) who 
had come to the Bank from the finance house of Brown, Shipley and Co. To be elected 
to the Court the members had to hold Bank stock, thus the Governor would have to 
hold £4,000 of stock, valued in March 1938 at £13,360 and so on in descending order 
for Deputy-Governor, Directors and voters. The issued stock of the Bank amounted to 
£14,553,000 and since 1923 had passed its proprietors 12 per cent per annum. 

The Bank of England’s directorate — the Court — had not less than thirteen (13) 
stock holders. In practice the Court consisted of twenty-six male directors. Not all the 
directors took an equal part in the direction of the Bank. There is an inner group known 
as the Treasury Committee which deals with general policy and the Bank's relations with 
the Government and it is this Committee that really governs the Bank. It consists of the 
Governor, Deputy-Governor and seven other directors. Who those seven others are is 
not disclosed, thus the Bank is really directed by a secret council. It was this council 
that met every Thursday morning, and amongst other things, decided on the bank rate. 
Since the names of seven of the council are secret we cannot know in which direction 
their influence would lie. 

Montagu Norman's family history is a long catalogue of connections with the Bank 
or banking. His paternal grandfather was George Warde Norman ~ director of the Bank 
of England from 1821 to 1872 — as someone said: The Second Norman Conquest of 
Britain represented 51 years of undetected crime. The twenty-two directors of the Bank 
of England are mostly financiers and bankers with a few industrialists. As Percy Arnold 
observes: 


“It has often been said that the directors of the Bank of England are more interested 

in overseas trade than in trade or industry carried on mainly within the United 

Kingdom. This on the whole is a correct comment on the composition of the Court”.* 

(* It is not surprising, therefore, to read forty-two years later, that the European Management 

Forum finds Britain’s economy “Sluggish in growth, low investment levels, poor productivity — 

with a lack of social and political stability. But gets good marks for sophisticated financial 

insticutions and an economy exceptionally orientated towards the outside world.”) 

I have little doubt that, that observation alone put Arnold on the bankers’ proscribed 
list. 

The next step is unravelling the way in which the City through the Bank of 
England exerts such power, via the Treasury, on the Government. The Court of the Bank 
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invariably include directors and partners of a very close group of the most influential 
City finance houses. We find that some of the firms over a long period of years have 
had a representative on the Court of the Bank. 


Firms’ Representative of the Court of the Bank of England 
The list appears as follows: 


Baring Since 1805 
Grenfell (Morgan-Grenfell) 1830 
F Huth 1838 
A. Latham 1838 
A. Gibbs 1853 
Goschen 1858 
Hambro 1879 
Schroder 1912 
Lazard Brothers 1914 
Rothschild 1868-1889* 


*Rothschild during 1868-1889 was represented on the Court by a director of the Alliance 
Co, who also holds a directorship in Rothschilds. 


In 1938 we find of the top merchant bankers seven have their representatives on 
the Court of the Bank of England. 


Sir Robert Kindersley Lazard Brothers. 

Sit Edward Peacock Baring Brothers. 
EC. Tiarks Schroder. 

D. G. Bernard Matheson & Co. 
Lord St. Just Morgan Grenfell. 
C.J. Hambro Hambros Bank Ltd. 
W. K. Whigham Robert Fleming. 


As Arnold remarks, these names illustrate that which is well known, their claim to 
be represented on the Court of the Bank of England, from time to time, and he 
continues, it becomes clearer as to why the Court's annual elections are conducted ‘so 
easily’. “It will be seen that other forces are at work in determining those uncontested 
elections.” 

Arnold identifies these “other forces” as being the old powerful insurance companies 
with their offices in London. In the list that follows, Arnold illustrates the inter-connection 
between the Bank of England, Merchant Bankers, and Insurance Companies during 
1938. 
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Bank of England Merchant Bankers Insurance Offices 

Sir Robert Kindersley Lazard Brothers 

Sir Edward Peacock Baring Brothers 

FC. Tiarks Schroder 

D. G. M. Bernard Matheson & Co. Alliance Assurance 
Lord. St.Just Morgan Grenfell Sun Insurance 

C. J. Hambro Hambros Bank Provident Mutual Life 
W.K. Whigham Robert Fleming Sun Insurance 

P. A. Cooper Northern Assurance 
A. C. Gladstone Northern Assurance 
Bank of England. Merchant Bankers Insurance Offices 
Cecil Lubbock Northern Assurance 
Hon. R. D. Kitse: London Assurance 

A. Whitworth Liverpool London & Globe 
Lord Craigmyle Atlas Assurance 


The above three lists give a fair idea just how many of the financial concerns of 
the City of London come partly under the control of a very close knit group of men. 

Of recent times the Bank of England had become more and more concerned with 
its business as banker to the British Government and the Central Bank for the United 
Kingdom. Therefore, it no longer competes with other banks, because, as Gladstone 
discovered to his cost - “From becoming the bankers’ bank, it has become the 
governments’ government”. 

Besides the City merchant bankers, there were directors of certain other banks on 
the Court of the Bank of England, mainly concerned with overseas operations as the 
following list shows. 


Bank of England Director Overseas Banks Director 


D. G. Bernard Hong Kong & Shanghai Bank 
C.J. Hambro Mercantile Bank of India 

A. Whitworth Bank of Australasia 

A. C. Gladstone Ottoman Bank 

Cecil Lubbock Bank of New Zealand 

Lord Craigmyle P & O Banking Corporation 


According to Will Hutton, financial editor of the Guardian, the other common 
factor which binds them into such an incestuous cabal is that it is a natural extension 
of the Public School system. or as Hugh Kingsmill described them — “excrement living 
on increment”. 

Lying together in the City of London (in addition to those financial concerns 
already mentioned) we would find among the twenty-eight leading merchant bankers 
(finance houses) other well-known names; Seligman Bros., Smith St. Aubyn & Co, 
Kleinwort Benson, M. Samuel & Co, Guinness Mahon & Co, Erlangers, to name but 
a few. Percy Arnold makes an interesting point when he comments that: 


“THE DOGS MAY BARK...” 243 


‘the restriction on overseas lending which Neville Chamberlain placed on the London 
market when he was Chancellor of the Exchequer, severely curtailed the business of these 
finance houses.” 


One wonders how much additional hostility and derision he incurred by this 
action on his return from meeting Hitler? 

We finally come to the leading joint stock banks, better known as the ‘high street’ 
banks. In 1938 the bulk of the business was carried out by what were known as the ‘Big 
Five’, ie., Midland, Barclays, Lloyds, National Provincial, and Westminster banks. These 
five banks had through mergers with smaller banks, and intense competition in opening 
new branches, assumed a dominating position on the banking scene. A brief survey of 
the background of the men that controlled the activities of one of these powerful 
institutions will, I am sure, show the tremendous influence and pressure they can bring 
to bear in the Houses of Parliament. 


WESTMINSTER BANK 1938 


Chairman. The Hon. Rupert Becket, also a director of the Royal Exchange Assurance, 
uncle to Lord Grimthorpe, and also uncle to the wife of Sir Anthony Eden M.P. 
Chairman of Yorkshire Conservative Newspapers Ltd., its main publication being the 
Yorkshire Post. 

Deputy Chairman. Lord Hunsdon, a partner in the finance house of Anthony 
Gibbs & Sons, which in the past has supplied the Bank of England with several directors 
and two governors. 

Second Deputy Chairman. Sir Malcolm Hogg, brother to Lord Hailsham. 

A number of directors have or recently had relatives who were members of Neville 
Chamberlain’s National Government. 

Sir Arthur Stanley — director, has one nephew, the Hon. Oliver Stanley, M.P. 
(President of the Board of Trade). 

Lord Richard Cavendish, director, has his son-in-law, Viscount Cranbourne, M.P, 
and his nephew, the Duke of Devonshire (Dominions Under-Secretary). 

Of the twenty-seven directors, ten were at Eaton, six were at Trinity College, 
Cambridge, including the Chairman and Deputy Chairman. And it may be added that 
seven of the directors married daughters of lords. Lord Goschen and Lord Willingdon 
also on the board were ex-Viceroys of India and Lord Runciman a pre-war, wartime, and 
post-war cabinet minister. 

Not only could Westminster Bank claim good connections with the aristocracy, but 
it was also well connected with six of the City finance houses. 


R. W. Arbuthnot Arbuthnot Latham & Co. 
E. Clifton Brown Brown Shipley & Co. 
Viscount Goschen Goschen & Cunliffe 
Lord Hunsdon Anthony Gibbs 

Hon. A. M. Asquith National Discount 


D.A. Stanley H. S. Lefevre & Co. 
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The first four firms have had directors on the Court of the Bank of England, also 
five of these finance house directors are also directors of insurance companies. 

Thus this brief outline shows how the bankers are woven into the higher echelons 
of the public schools, the peerage, finance houses, overseas banks, the Houses of Parliament 
and most important of all, the Court of the Bank of England where the vital decisions 
are made on monetary matters in conjunction with the Treasury which affect the welfare 
of the nation. 

Judging by the rules, votes and proceedings governing select committees concerned 
with our nationalised industries, the nationalisation of the Bank of England did nothing 
to improve its accountability. Furthermore, the Chancellor of the Exchequer can only 
set minimum rates of interest, he has no other influence over the Bank’s activities 
proving, if any further proof were needed, that the Bank of England is still, the 
‘Government’s Government. 

The foregoing information shows that as with Westminster Bank the same is true 
of the other four of “The Big Five’ banks. In summing up the banking and City finance 
set up Arnold has this to say: 


“The financial associations of some of these London bankers; twenty-eight private 
bankers (six of whom are directors of the Bank of England) operate through nine City 
finance houses, seven other Bank of England directors, and seventy-five directors of the 
Big Five banks, making a total of 114 London bankers who are directors or partners 
of nineteen City banks or finance houses, also a number with directorships on insurance 
companies.” 


“Not all of the bankers” says Arnold, “who sit on in the House of Lords are mentioned 
in the previous chapters”. He concludes his book with three pages of lists of members of 
the House of Lords and their titles that also have connections through finance houses, 
banks and insurance companies. It makes, to be sure, a most formidable array of power. 
Two Marquises, eight Earls, six Viscounts, and thirty-eight Barons. It has the power of 
influence in monetary matters both nationally and internationally, but is unelected by 
the people. With a continuity never enjoyed by politicians, it is, and has been for the 
past two hundred years or so, the real power behind government as politicians come and 
go in fairly rapid succession. 

Some say that nepotism in 1993, i.e., — the favouring of nephews and other 
relatives — is no longer a problem in our classless society. Others say it is simply “The 
theory of relativity put into practice by City institutions, meaning: We = the E.C. mile 
squared’. And, for the foreseeable future, this would still appear to be the case. Jason 
Niss’s article “The Families Silver’ for the Independent 28 November 1993, gives us an 
up-date on some of the key ‘Family Banks’ still operating in the City of London 56 years 
on. 

Nepotism is out of date but ... the City’s banking dynasties keep their hands on 
the financial levers: 


“The best-known City families still own or partly own their businesses, but this is not 
a prerequisite for all prominent City families. Some of the most successful — for example 
the Meinertzhagens, the Vereys and the various families that have traditionally run 
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Barclays Bank — have not actually owned a company for years — in some cases, for 
generations. You would have to go a long way to find a more meritocratic City organisation 
than S. G. Warburg. Yet its chief executive is a peer of the realm, Lord Cairns, and its 
securities side is run by a member of one of the most successful City families. Nick Verey, 
the managing director of Warburg Securities, aged 50, rose to his position through the 
stockbroker Rowe & Pitman, which Warburg bought in 1986. His cousin David is 
chief executive of Lazard Brothers, having been made a director at the age of 31 and 
managing director at 34. David’ father, Sir Michael, was chairman of Schroders. 


The success of the Verey family is not unique. Across the Broadgate plaza from 
Nick Verey’s office sits Peter Meinertzhagen, chairman of Hoare Govett, which, after a 
few years in the doldrums, has been re-establishing itself as one of the City’s leading 
stockbrokers. Peter’s father, Daniel, was chairman of Lazard Brothers in the 1950’s and 
1960's. His uncle Luke was a senior partner of Cazenove, the blue-blooded stockbrokers. 
The Meinertzhagens did once own a bank — Huth & Co — which concentrated on trade 
with Germany...But these days they are not proprietors. 

Though he admits that the old-school-tie element was prevalent in the City when 
he started, Peter says the family’s success in the City closed as many doors as it opened. 
He was debarred from Cazenove because his cousin was already employed at the broking 
firm. 

Barings is perhaps the most venerable name in the City. Founded in 1762 by 
Francis Baring, it became so powerful that in 1818 the Duc de Richelieu described the 
bank as the sixth great power (after Britain, France, Austria, Prussia, and Russia). 

The great house set up by Nathaniel Rothschild 200 years ago is still the most 
family oriented bank of all. Not only is Sir Evelyn de Rothschild very much in control 
of the group — senior executives are made to know who is the boss. “But four other 
Rothschild family members sit on the board, a fifth runs the fund management side and 
the bank’s deputy chairman, David de Rothschild, heads the family’s private French 
bank.” (p. 11) 


CITY OF LONDON FAMILY BANKS IN 1993 
Family and Shareholding Members at Bank 


Family and Shareholding Members at Bank 
Baring Transferred in 1989 Peter Baring, chairman 
into a Baring Foundation Charity Sir John Baring, non-exec 


Nicholas Baring, non-exec 
Michael Baring, bank director 


Flemings 

Approx 40 per cent Robin Fleming — chairman 
Val Fleming, director 
Adam Fleming, non-exec 
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Family and Shareholding Members at Bank 
Hambros 
Sold control in 1986 Charles Hambro, chairman 


Charles Hambro Jr., director 


J. O. Hambro 

100 per cent of A shares Jocelyn Hambro, chairman 

50 per cent of B shares Rupert Hambro, director 
Richard Hambro, director 
James Hambro, director 

Hambro Magan 

35 per cent of parent firm Rupert Hambro, director 


James Hambro, director 


Kleinwort Benson 

Approx 20 per cent Sir Kenneth Kleinwort, non-exec 
David Peake, non exec 
David Benson, non-exec 


N. M. Rothschild 
100 per cent of Swiss parent Sir Evelyn de Rothschild, chairman 
Rothschild Concordia David de Rothschild, deputy chairman 
Edmund de Rothschild, non-exec 
Eric de Rothschild, non-exec 
Leopold de Rothschild, non-exec 
Amschel Rothschild, chairman of 
Rothschild Asset Management 
Schroders 
Approx 48 per cent George Mallinckrodt, chairman 


Bruno Schroder, non-exec 


As I show in my reasons for the cause of inflation, the problem resides in the 
unwarranted privilege possessed by private bankers, including those mentioned above, 
and their unwarranted privilege and power to create the nation’s money through which 
their vast web of national and international banking control is woven. 

The Macmillan Committee Report, quoted by Robert Boothby, stated quite clearly 
why there should be no argument from any direction as to whether this claim is valid. 


“It is not unnatural to think of the deposits of a bank as being created by the public 
through the deposit of cash representing either savings or amounts which for the time 
being are not required to meet expenditure. But the bulk of the deposits arise out of the 
actions of the banks themselves; for by granting loans, allowing money to be drawn on 
overdraft, or purchasing securities, a bank creates a credit in its books which is the 
equivalent of a deposit.” 
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Therefore, as all monetary reformers have seen, there can be no solution to the 
twin evils of inflation and deflation until this power rests exclusively in a State Bank 
answerable to Parliament elected by the people. 


NOTES 
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Wealth of Nations, p.180. Vol. II. Dents. 

Ibid., p. 180 

Ibid., p. 15. 


AW ek Yd 


CHAPTER 5 


“Stripped of Our Illusions” 


‘Banks create money and trade depression arises from faults in the banking system in 
the discharge of that vital function’. 


(F G. Hawtrey when Assistant Secretary to the Treasury) 


There is no doubt that in his article in the Sunday Telegraph (20/6/69) mentioned 
in the preceding chapter. Sir George Bolton pleaded the cause of the bankers with all 
the skill of his many years experience, and as one would expect, he blames the governments 
of the free-world for the mess we are in and not the banks and the many institutions 
of credit creation. He is, indeed, right to blame governments for they should never have 
relinquished their control over the issue of the nation’s money. It is the expanding system 
of money creation and lending at high interest rates rampant throughout the free world 
that makes one fear for the future. 

About a year prior to Sir George's article Enoch Powell in his ‘historic’ Chippenham 
speech (May 1968) defended the working man against the accusation of causing inflation. 
He said: “Inflation, with all its attendant consequences, comes about for one reason and 
one reason only; the Government causes it.” 

With this I am in complete agreement, but not for the reason that government 
(and this applies to most free world governments) is continually overspending in the 
Keynesian manner, but that it fails to recognize that until it controls the creation of all 
new money at near-zero interest rates, inflation can never be brought under control. 

The following article which I wrote in 1956 was my entry for a competition run 
by The Alton and District Chamber of Commerce on the cause of inflation and, I feel 
sure, that my reader will agree that I consider, as does Mr. Powell, that the workers 
cannot be held responsible for inflation. 

Bearing this in mind, what should we understand when we use this most overworked 
word in the English language? We talk as if it were a new and strange phenomenon 
instead of recognising the plain and simple fact that it has always been with us and in 
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the form we know today can trace its birth to the creation of modern banking by the 
Great Bank Act of 1844. By this Act, largely brought about by the pressure exerted by 
the bankers owing to our indebtedness to them incurred by our long struggle during the 
Napoleonic wars, they were granted the power to create seven times the amount of 
credit than they had assets. In fact, present day practice, as a working rule, credit 
extension is now to the ratio of ten to twelve times the amount of their cash. It is my 
submission that so long as the creation of the nation’s credit is allowed to remain in the 
hands of private banks, who have this fantastic power of creating money out of nothing 
and saddling the nation with such vast unrepayable indebtedness, i.e.: 


The National Debt £30,000,000,000 
Local Authorities £3,376,000,000 
Industry (stock exchange quoted companies) £700,000,000 


which is why it is beyond the wit of British Industry to meet the interest payments let 
alone rid itself of the ever-increasing bank debt “created out of nothing” by members 
of a parasitical oligarchy who love to reap where they never sowed. 

One of the saddest things one hears today is, “What we want is unemployment, 
that will make them want to work” the assumption being that the British worker is not 
pulling his weight. These facts prove to be quite untrue as the statistics produced by the 
United Nations Economic Organisation for 1956 showed that apart from the U.S.A., 
Britain's production per head of its population was the highest in the world. Why is it 
then in spite of modern methods of production and no matter how efficient we become 
there is still more money than there are goods? The answer, in my view, is that owing 
to the very nature of modern industrial development the capital required today is on 
such a vast scale that it can only come in the main from “bank created money.” So 
having called into being, say, a loan of a £100,000,000, to develop new industrial 
projects they have not only introduced this amount of new money into circulation, but 
have raised at the interest rate of 5 per cent a tribute payment of £5,000.000 which is 
a virtually a non-productive demand on the nation’s true wealth. It is (for the nation) 
this ruinous system of tribute payments which not a finger has been raised to produce 
so much as a pin, that we can trace “The Main Cause of Inflation” and in attempts to 
keep pace with this relentless hidden pressure the trade unions are forced into the 
limelight as the villains of the Inflationary Tragedy. 

I would like at this point to be allowed to pose this question. If we are to improve 
our standard of living, it follows we must expand our economy and in doing so we must 
expand the nation’s spending power so as to be able to consume that which we produce. 
To do this we need vast capital expansion and to create this credit by our present 
methods is to store up even greater debts than we are struggling with at the present 
moment. Therefore, as each new scientific achievement is heralded as the way to a better 
standard of life we find that instead we are burdened with ever-increasing debt. 

The refusal to recognize this fundamental truth brought the world’s economy 
crashing down in 1930 when the bankers decided on a deflationary policy in an attempt 
to stabilize the pound and the vast astronomical sums of money they called into existence, 
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the losers being industry and its workers, who had turned this bankers’ money into real 
wealth. So it follows that war will not be necessary to bring an end to our Western 
civilisation saddled with such a system of usury and its ever-increasing demands on the 
nation’s productive capacity. They have declared that it is their intention to challenge us 
in the world’s markets. We saw just what this meant to our world trade when Nazi 
Germany in a short space of six years, relieved of [the burden of] “banker's money” 
ousted us from Europe and had become serious challengers for the South American 
markets. 

Reinstate the “Main Cause of Inflation” lay within our faulty credit system and 
therein lies the seed-bed of man’s discontent and bewilderment at the ever present fear 
of unemployment. 

To sum up, it would seem to the writer, that no real forward movement to a 
genuine increase in our standard of living is possible until the banking system has been 
relieved of its power to ‘create money’ and that the money be regulated solely for the 
benefit of the country as a whole by a State Controlled Authority. The banks could then 
perform a true function in the affairs of the nation by providing the many services and 
the expertise they have to offer and to be paid for their services as any other form of 
business would expect. 


A.W. Swan. 1956 


Therefore, if we accept as a political fact that, the goal of Communism is the 
destruction of all forms of Capitalism it would seem as we are bent on our own 
downfall, for as Keynes comments, in his Essays in Persuasion: 


“Lenin is said to have declared that the best way to destroy the capitalist system was 
to debauch the currency...Lenin was certainly right. There is no subtler, no surer means 
of overturning the existing basis of society than to debauch the currency.” 


This, the great concern expressed throughout this book is that of preventing the 
destruction of our democratic way of life for in spite of its many faults and a great deal 
can be put right once money can be trusted, it is the best form of government that man 
has yet evolved in his long struggle for freedom and dignity. Therefore, a sound currency 
in which the nation has absolute confidence is the first essential for a healthy economy 
and, it would seem, that the answer to this problem lies in the maintenance of a high 
level of production of real wealth without inflation and inflation can only be controlled 
if our economy is kept in balance, but under our present monetary thinking this is 
impossible. 

Impossible for the following reasons that under the cover of the banking mystique 
we find, in the main, our true rulers are the manipulators of finance and the creators 
of credit which is the life blood in the production of vast quantities of new wealth. As 
it is the business of bankers to make profit for their shareholders by money lending and 
industry, in the main, is the greatest borrower it is not to be wondered at that the debt 
periodically incurred becomes insupportable leading to great difficulty in making profits 
and thus the producers of real wealth become the victims of a faulty credit system. 
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Presumably, all banking authorities would agree that they have the power to create 
and destroy credit and this is the reason, in my opinion, why they are in control of the 
real power, whereas, for the politician in a democratic system theirs is a comparatively 
short existence relying upon the opinion of an electorate with little or no knowledge of 
the money system that controls their lives. 

From the foundation of the Bank of England we have piled up a dead-weight of 
National Debt which now stands at the staggering figure of around £33,000,00,000 
(1968 Annual Abstract of Statistics. Table 318.) This vast sum, which the Treasury 
estimates will cost the nation this year (1970) £2,050,000,000 (Public Expenditure 
1968-69 to 1973-74. Cmnd 4234. Table 32.) or, to put it another way, out of the total 
of income tax collected in 1969-70 which amounted to $4,881,000,000, 8s/4d of every 
pound collected went to pay the interest (Financial Statement and Budget Report 1969- 
70. Table 12.) (8s/4d = 100 pence out of 212 old pence per £). 

Note: During the following ten years a further £60,000,000,000 was added to the 
National Debt and interest, nearing the £12,000,000,000 mark. 

We will return in a later chapter to this subject of high interest rates and the sheer 
impossibility of their continuance without leading to a headlong inflation. 

The increasing indebtedness of local authorities faced with interest payments account 
for over half the rates we pay. Piled on to this terrible burden we have industry also held 
in pawn by the same powerful and almost unknown groups of men who directly or 
indirectly influence most political decisions. No matter how high we rate the integrity 
of these men and they themselves, no doubt are fundamentally honest, the fact remains 
that they operate a system which was basically wrong at its inception. The monetary and 
economic history since then — 1694, is an abysmal record of slumps and booms, 
international trade rivalries often leading to wars, and rumours of wars, wars leading to 
a collapse of the currencies and then on to some form of dictatorship. 

If we take, for example, the following comparison of the burden of debt of Great 
Britain in relationship to the member countries of the E.E.C. for the year 1970 we find 
the startling fact that the central government debt of Britain of £33,000,000,000 was 
about equal to the total debt of the combined Common Market countries. 

As I have pointed out elsewhere — because it is vital to keep this point in mind 
— this enormous debt is the result, in the main, of allowing the banking system to create 
new money to finance past costly wars — and future ones, because, under the present 
system of usury, there must be a costly, weapons minimums consuming war going on 
permanently somewhere. 

But such is the recklessness on the part of the government in allowing this co 
happen we can see by the following example there will be little hope of British industry 
being able to compete in the world market. 

During the period 1971-73 the money supply was nearly doubled from 
£18,000,000,000 to £35,000,000.000 and if we look at the National Debt we find it 
has jumped from £33,000,000,000 to £52,000,000,000, almost as big an increase in 
three years as that added during the second world war. 

Thus we find that the proportion of our National Debt for 1974 in percentage 
terms to our Gross National Production is 42% per cent as against that of the Japanese 
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@4 per cent, France @7 per cent, Italy @11 per cent, Netherlands @14per cent, West 
Germany @11 per cent, and the United States @23 per cent. 

It, therefore, follows that Britain’s population of around 54 million is attempting 
to compete in the export markets against its partners in the Common Market with a 
population of about 173 million with a combined National Debt burden of approximately 
the same size as our own. 

As one of the prime costs in production is taxation it can be seen that the British 
taxpayer, which basically means the producers of real wealth, has to pay a far greater 
proportion of tax to meet the interest payments on the National Debt than that of our 
combined Common Market competitors. 

We can see that Paul Einzig was wrong when he blamed the British worker for our 
— Decline and Fall. What he should have indicted was the system that created the 
unequal burden of debt which the British people have to carry. 

Therefore, I submit, Einzig’s diagnosis is wrong when he states that it is the laziness 
of the British worker. He says “Britain might have staged a recovery, if she had been 
defeated in the last war, as impressive as the recovery of the defeated Axis powers”. 
Indeed we could have done if our national indebtedness had been written off in the 
same way as the Axis powers’ national debt had been by stringent currency measures and 
inflation. 

Even nature's great bounty of North Sea oil and gas will not save us from the final 
disaster so long as the authorities accept the teachings of the Neo-Keynesian that the 
National Debt in not a burden on posterity. It is this debt and local government debt 
coupled with ruinous interest payments which has to be met from production that has 
reached well-nigh insupportable proportions. 

The naive belief of the Neo-Keynesian school that the nation can enjoy a higher 
standard of living by the avoidance of taxation simply by Government borrowing and 
then spreading the taxation into the future in the form of interest payments is now 
showing itself to be one of the most disastrous illusions of economic thinking. 

And yet, in the seven months (June 76 — January 77) the Bank of England sold 
over £7,000,000,000 of gilt-edged securities to the non-bank public who, in their right 
mind, would struggle to make a business pay when faced with such an offer as the 
£1,250,000,000 Treasury 13/4 per cent at 96? 

The projection for 1977-78 puts the interest payments on the public sector debt 
at over £7,000,000.000 and this monstrous interest payment can only be paid for by 
taxation. 

Thus having nearly doubled the money supply during the period of 1971-73 
bringing the inevitable increase in prices made worse by the four-fold increase in the 
price of oil, the Labour government then allowed, during the next three years, a 70 per 
cent rise in wages and so we find ourselves in a highly dangerous inflationary situation. 

Therefore, having landed the nation into this critical condition by the excess 
creation of bank money and then to mop it up by selling high interest rate Treasury 
Bonds, the authorities will find themselves caught between two fires. 

The need is to reduce interest rates for industrial expansion. With the minimum 
lending rate at 15 per cent making bank borrowing in the region of 19 per cent makes 
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business hardly worth the effort and in itself must be inflationary. To reduce the interest 
rates and reduce inflation will increase the real cost of servicing these outrageous high 
interest Treasury Bonds of the past year or so. 

Therefore, taxation cannot be avoided and so we are witnessing the most vicious 
of all forms of taxation — inflation. 

This is the wretchedness endured by generation after generation, by politicians of 
rival parties grappling with great national and international economic problems and not 
finding the answer, because, the teachings of orthodox economists are faulty at the base 
and it follows that the whole structure has become a mass of expedients which at least 
once in every generation leads to great anxiety and often to outright misery. 

Can this generation escape the miseries of a runaway inflation? I doubt it very 
much, as to whether it can for the simple reason that the basic defect in economic 
thinking is now inflating the supply of paper money at such a reckless rate that we must 
be fast approaching the point of its worthlessness. 

What is this faulty base? Simply the power that the banking system possesses to 
create, and lend, money it does not possess. Ask anyone this question — ‘when your bank 
manager agrees to let you have a loan, or overdraft, for £1,000 where do you think the 
money comes from?’ Experience says that most people will reply that the banker lends 
you other people's money left on deposit at the bank. 

To listen to what the banking system itself tells it seems that they also believe this 
to be so. As I will try to show below — nothing is further from the truth. 

A borrower having satisfied his bank manager that he will be in the position to pay 
the interest and to repay the loan at the end of the period agreed has his account 
credited with £1,000 which, no doubt, the borrower promptly starts to spend by writing 
cheques. In most cases the borrower has to lodge some form of security with the bank 
which means that the bank has in its possession a form of ‘real wealth’ in exchange for 
a loan of fictitious money. 

It will now be seen that the banker has increased his liabilities but in the language 
of the banker — ‘every loan creates a deposit’. As the banker's debts serve as money the 
result is that £1,000 of additional money has now entered into the circulation which 
immediately becomes an extra demand on the nation’s wealth as it exists at that moment, 
which eventually leads to the classic situation of: “too much money chasing too few 
goods”. One of course, must also bear in mind that this same loan has inflated the 
money supply by an interest charge of about £80. 

It is this all-importane point that David Ricardo saw so clearly; and which Karl 
Marx got himself into such difficulties in volume III of Capital and which presented 
Engels “with the most complicated subject in the entire volume” and, in my opinion, 
the same which Keynes illustrated in his General Theory, but which has been ignored by 
Neo-Keynesian thinking — that interest rates on money should be at near zero. 

Now what has happened is the nub of the argument for ‘money-reform’. If the 
banker had lent the same £1,000 that had been placed on deposit to our borrower and 
charged an interest rate we would see him as a straight-forward money lender. After all, 
when we deposit £1,000 with a building society we become money lenders, expecting 
a return for no effort and virtually no risk. 
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Mr. C. Gordon Tether writing in the Observer (31/7/77) on the debate set up by 
the Labour Party proposal to nationalise the banking system and the banks’ full-page 
advertisements in the press inviting the public to “Tell us what you think”, asks, among 
other questions that which the banks’ advertisements did not pose, the question about 
the “considerable power in the hands of private bankers that the present system confers.” 
Also, the unwarranted “privilege of creating money which is then on-lent to the state 
and business community at current rates of interest.” 

As important as these statements are Mr. Tether, in my opinion, should have 
shown, in addition that the questions asked in the full-page Daily Telegraph advertisement 
(17/5/77) are at best only half-truths. Under the heading: “Are We Too Cautious?” they 
state, “The money we're being asked to lend more generously actually belongs to our 
many millions of depositors”. To drive home this point as to leave the public in no 
doubt. They ask under - “Public Discussion” after having extolled the banks’ virtues, 
“This is our point of view. But what do you — whose money do we lend — think about 
it?” 

It is these half-truths in my view that brought 20,000 letters showing that 90.5 
percent were against nationalisation. It was a natural reaction on the part of the depositors 
to see the banks as the protectors of their deposits, but what, it seems, they don’t know, 
or don't want to know, or cannot visualise is the lucrative privilege that the banks possess 
of lending money they do not have which is so wrong. 

The true answer to the question posed is that in the main, they do not lend their 
depositors’ cash, but use it as a base, which includes Treasury Bills, Commercial Bills and 
Eurocurrency for the creation of new money. In fact, as past experience has shown, they 
can, and they do, create up to ten times the amount of new money based upon their 
cash reserves, when they should only be allowed to lend what is actually in their tills 
and cash reserves, that is to say, our depositor’s £1,000 has enabled the banker to bring 
into existence, £10,000 of new money, plus £800 in interest payments, and in so doing 
he has debased the original £1,000 deposit through this private and unaccountable act 
of inflation ~ the very thing they profess to hate. 

As history proves, the main cause of inflation is bankers and their accomplices — 
one is reminded of the story of the Tar-Baby, and the rabbit who professed that he 
would prefer any fate to that of being thrown into the briar-patch — (his natural and 
preferred, habitat). Likewise, inflation is the natural consequence and habitat of private, 
fractional-bankers and the interest they charge. 

Therefore, the Government: the state, the total community, is as much victim of 
this fraudulent system as industry, commerce, local-government authorities, in fact, 
every man, woman and child who make up the entity we call the nation and who are, 
in the final analysis, the producers and consumers of real wealth, 

William Cobbett, writing in 1806, as had many men before him, could see the 
evils that an uncontrolled paper-money system must bring, had this to say: 


“To me it appears that, while the present means of acquiring such immense fortunes, 
at the expense of the people, remain, there can be found out no effectual cure for this 
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evil; and this is, I think, fully proved by the uniformity in the Parliamentary resistance 
from the time the funding’ system began to the present hour”. 


Cobbert thus concludes that the lack of will on the part of Parliament to control 
the issue of the nation’s money makes all the attempts at reform, useless. 


“In my opinion, every such project would be found utterly impracticable; that it could 
at once, drop lifeless from the hands of the projectors, or, which is infinitely worse, 
would disseminate the seeds of convulsion, to be freed from the numerous torments and 
horrors of which the people would gladly resort to, the at once protecting and deadly 
shield of a military despot. When the funding system, from whatever cause, shall cease 
to operate upon the civil and political liberty there will be no need of projects for 
Parliamentary reform’. 


What could show more clearly the sheer impossibility of preventing a runaway 
inflation than the figure published by the Institute of Municipal Treasurers and 
Accountants in their report for the year ending March 1970. They show that the local 
authorities are now in debe to the sum of £12,600,000,000 carrying an interest payment 
of £800,000,000 per annum. The stark reality of the situation can be seen in the 
inflationary growth in such a short time as five years, when the total debt for the County 
Boroughs increased from £2,685,000,000 to £4,304,000,000, a sixty per cent rise and 
the average rate of interest over the same period rose from 4.83 per cent to nearly 7 per 
cent, more than doubling the total interest paid. 

And so, once again, my submission is that the Government is also partly responsible 
for the inflationary pressures brought about by the increased taxation needed to meet 
ever higher interest payments on the securities they originally sold through their partners 
in crime — the bankers — which, in turn, leads on to ever-increasing indebtedness plus 
interest payments and in turn, the inevitable demands for higher wages to compensate 
for the loss of spending-power caused by the increased taxation and the consequent 
reduction in purchasing power which in turn exacerbates the deficiency in effective 
demand. 

As the limerick goes, “We get up early, to go to work to earn the wages to pay the 
rent, to buy the food, to gain the strength, to get up early to go to work, etc.” Therefore, 
in my view, they never question the patently erroneous state of affairs that has given the 
banks the power to create the nation’s money supply with which they buy these securities. 

This all-pervading power is privately owned and controlled and the survival of this 
debt system depends on the continuous creation of ever-increasing debt, and so, this 
greatest of all confidence tricks waxes fat on the efforts of industry and labour with 
virtually no risk as all new credit created is based, in the final analysis, on che 
creditworthiness of the borrower. Put another way, the borrower provides the wealth (or 
potential wealth) which the banker uses to create the credit the borrower spends. Could 
anything be so insane that such a system creates the nation’s indebtedness out of its own 
creditworthiness? 

Therefore, it follows naturally, as the credit creators are in business to make profits 
their concern is always to ensure that the demand for money always exceeds the supply 
~ in order to maintain the scarcity value of money — with the resulting maintenance of 
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high interest rates which then lead on to the proliferation of money lending activities. 
The study of the financial pages of the newspapers of recent years is increasingly the 
story of the fortunes of finance and the misfortunes of industry, in short, the servant 
has become the master. 


NOorEs 


1. The conversion of short-term debts into long-term, virtually permanent debt. The receipts from 
the sale of long-term securities being sold to repay short-term debts. 

2. William Cobbett on Parliamentary Reform. Political Register, March 1806. Political Works II. 
pp. 51-52. 

3. The main causes of Inflation: 


The formula for interest-pushed inflation is expounded as follows 
The Money Supply (M) is issued as a Debt (D). 

Therefore, M = D. 

However, the debt has to be repaid with interest (i). 

So the formula expands thus: M + (x) = D +i. 


The money supply M must remain in equilibrium with Debt plus interest 
(D + i), through the increase represented by (x). 

The variable (x) is solved as (r) the Rate of Inflation (i.e., an increase in the money supply). 
Therefore, the real formula that has cursed mankind down the ages is: M + r = D + I or Money 
supply plus inflation equal the debt plus interest. 


Interest, therefore, is the absolute cause of an inflating money supply and it is impossible for the 
debt to increase under interest without the money supply being inflated to balance the equation. 
M. R. P. Bates, 2008. 


CHAPTER 6 


Money the Servant is Now the Master 


“Every bank loan creates a deposit”. 
(Lord McKenna, when Chairman of the Midland Bank) 


At last after long years of waiting and hoping that a national figure emerges to 
question Western democracy’s faulty credit system, monetary reformers hopes, in 1957, 
were lifted high with the news that Sir Robert Boothby had led an all-party deputation 
and put their views to Mr. Macmillan on the necessity of setting up a committee to 
enquire into the methods of creating new money and credit. At the time Mr. Macmillan 
considered that an inquiry would be premature until we have had more experience of 
the application of the Credit Squeeze, but in the passing of two months Mr. Thornycroft 
said: 

“I have considered the matter afresh. I have had benefit of renewed interest which has 

been shown in it. I have now decided, after consultation with the Bank of England and 

with their full agreement, that a state has been reached when an enquiry should prove 
useful and constructive’. 


It is of interest to note that the Daily Telegraph reporting this announcement said. 


“There were the widest differences of opinion about how to attain them and the 
differences had nothing to do with political opinions. Examples of various schools of 
thought were to be found right, left and centre.” 


This is, indeed, a most revealing observation and no doubt explains why the 
bankers and credit creators have been able to enmesh Western democracy in its all 
embracing debtocracy from which statesmen and politicians can find no escape. 

Of all mankind’s activities this above all should be under the strict control of 
democratically elected governments and until this is so, nations will always be in economic 
conflict with the power of international banking and its vast network of money creation 
which lead inevitably to uncontrollable inflation. 
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And so, hopes were high for a searching enquiry into the working of the monetary 
and credit system with the appointment of a committee to investigate the urgent problem 
of controlling inflation. This committee with Lord Radcliffe as its chairman set to work 
to compile a report on “The Working of the Monetary System” (see CMND.827., 
H.M.S.O., 1959), and on 14 May, 1957 held their first of eighty eight meetings, fifty- 
nine of which were oral evidence. 

The Treasury, the Bank of England, the Board of Trade and some thirty associations 
representing the main sectors of finance and commercial activities in this country were 
invited to submit evidence and describe their role and function in the monetary system. 
August 1959 saw the results of this wide ranging enquiry presented to Parliament by the 
Chancellor of the Exchequer and in the light of today’s rampant inflation and 
unemployment, in spite of devaluation on 1967, all the objectives at which this report 
was aimed have failed and failed disastrously for, to quote the Chancellor of the Exchequer 
in April 1957 announcing his decision to set up the committee... 


‘I think that there is general agreement as to the objectives of monetary policy. This 
country stands determined to maintain a fixed and stable exchange rate. the primary 
requisite for this is that we shall be able and determined to avoid inflation at home. 
Equally it is (an) agreed policy to avoid slumps and severe unemployment, if these perils 
should again confront us. These objectives are not open to question”. 


Although this wide ranging enquiry seems to have delved into every nook and 
cranny of the financial structure and to the reader who is unaware of the fundamental 
fallacy in our economic thinking the power of the banking system to create new money, 
it will appear from the evidence offered and the opinions expressed that there is no way 
in which the evil of inflation can be arrested without bringing about an intolerable level 
of unemployment. 

Such was the classical school of economic thought up to and, indeed, since the 
publication of the Radcliffe report. 

Now an added problem has arisen for the orthodox economist; the twin evils of 
rising unemployment and inflation, who, no doubt, will concoct a variety of theories 
for each other to demolish accompanied by their beloved models and charts. So much 
for the fashionable theories based upon the Phillips Curve which purported to show the 
linkage between prices and employment that the lower the rate of unemployment the 
bigger the increase in prices. 

Professor T. W. Baish writing in the Lloyds Bank Review for April 1968 went on 
record as saying: 


“If an incomes policy can, at best, secure only a very temporary check to the excessively 
rapid rise of incomes from employment as long as there is an excessive demand for 
labour; and if a policy of securing greater equality of unemployment between regions 
is unlikely to reduce the level of unemployment compatible with the absence of demand 
for labour by more than 500,000 or 0.2 per cent, it would seem that the country must 
face the fact that to check inflation permanently and to prevent the emergence of yet 
another balance of payments crisis, it must accept a permanent unemployment of 
500,000 or rather over 2 per cent.” 
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In view of this belief how in the present situation of over 3,000.000 unemployed 
and the worst period of inflation in our experience can this be explained away? 

It is, in my opinion, impossible to do so by orthodox economic thinking simply 
because it ignores the faulty base upon which the whole of our financial system is 
structured. 

The hopes that monetary reformers held were not to be realised in the findings of 
the Radcliffe Committee for the reason of their unquestioning acceptance of the divine 
right of bankers to create the nation’s money supply encumbered with perpetual interest 
payments. 

It was this discovery by the goldsmith-bankers in the 17th century which has led 
to the power of finance to exploit the producers of real wealth. Throughout the report 
one is constantly aware of the committee’s unease with the evidence they were garnering 
and the dangers they could see in the working of our monetary system. 

Most of the vast indebtedness we see around us today has come into existence at 
no cost or risk to the banking system as they make fairly certain of sound security before 
lending. 

It is, I suppose, the sheer audacity of this greatest of all confidence tricks which 
has enabled comparatively all but the most powerful groups of men to blind the nation 
for the past hundred and forty years or more, to the truth of this iniquitous system. 

The enormity of the failure on the part of our rulers in the past and present to 
come to grips with the strangle-hold that the creators of debt have upon our so-called 
democratic way of life is in itself a study of the power of money. 

The bitter fruits of this long deception are at last being felt by rapidly increasing 
numbers who see their life savings melting with the onrush of inflation; the inevitable 
evil of allowing private individuals the virtual unbridled power to create the nation’s 
money. 

The following quotations from the Radcliffe Report will, I feel sure, highlight the 
impossibility of any further real progress for the great majority of mankind until the 
governments of the ‘free world’ unite and place the creation of all new money into the 
hands of a truly democratically elected body of men responsible to the people, and not 
to the profit making private companies which is the true way banking should be looked 
at, for there is no doubt in the writer’s mind that had we followed the advice of David 
Ricardo, the foremost advocate of political economy of the classical school, we should 
not be in the perilous position we now find ourselves, for he had this to say: 


“In a national point of view, it is of no importance whether the issuers of this well 
regulated paper money be the government or a bank, it will, on the whole be equally 
productive of riches whether it be issued by one or the other; but it is not with the 
respect of individuals. In a country where the market rate of interest is 7 p.c., and 
where the state requires for a particular expense £70,000 per anum, it is a question 
of importance to the individuals of that country whether they must be taxed to pay this 
£70,000 per anum, or whether they could raise it without taxes. Suppose a million of 
money should be required to fit out an expedition. If the state issued a million of paper 
and displaced a million of coin, the expedition would be fitted out without charge to 
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the people; but if, the bank issued a million of paper, and lent it to the government 
at 7 p.c., thereby displacing a million of coin the country would be charged with a 
continual tax of £70.000 per anum: the people would pay the tax, the bank would 
receive it, and the society would in either case be as wealthy as before; the expedition 
would have really been fitted out by the improvement of our system, by rendering 
capital of the value of a million productive in the form of commodities instead of letting 
it remain unproductive in the form of coin; but the advantage would always be in 
favour of the issuers of paper; and as the State represents the people, the people, the 
people would [thereby] have saved the tax if they, and not the bank, had issued this 


million”. 


“I have already observed that if there were perfect security that the power of issuing 
paper money would not be abused, it would be of no importance with respect to the 
riches of the country collectively by whom it was issued: and I have shown that the 
public would have a direct interest that the issuers should be the State, and NOT a 
company of merchants or bankers. The danger, however, is that this power would be 
more likely to be abused if in the hands of government than if in the hands of a 
banking company. A company would, it is said, be under more control of law, and 
although it might be in their interests to extend their issue beyond the bounds of 
discretion, they would be limited and checked by the power which individuals have of 
calling for bullion specie. It is argued that the same check would not be long respected 
if governments had the privilege of issuing money; that they would be too apt to consider 
present convenience rather than future security, and might, therefore, on the alleged 
grounds of expediency, be too much inclined to remove the checks by which the amount 
of their issues were controlled. 


Under an arbitrary government this objection would have great force; but in a free 
country, with an enlightened legislature the power of issuing paper money, under requisite 
checks of convertibility at the will of the holder, might be safely lodged in the hands 
of commissioners appointed for that special purpose, and they may be made totally 
independent of the control of ministers. The sinking fund is managed by commissioners 
responsible only to Parliament, and the investment of money entrusted to their charge, 
proceeds with utmost regularity, what reason can there be to doubt that the issues of 
paper money might not be regulated with equal fidelity, if placed under similar 


management?” \) 


We now turn to the Radcliffe Report remembering the true purpose of the 


appointment of this committee was to enquire into the “Working of the Monetary 
System” urged on, as the result of the great concern felt throughout the country of the 
effects of inflation. We shall find on practically every page some reference to their 
concern as to the creation of money and the multifarious ways in which the ever 
developing jungle of finance devises more and more ingenious ‘near-monetary instruments’ 


(1) 


The Principles of Political Economy & Taxation. Dents & Son. Everyman Library edition.) See also 
Appendices for Ricardo’s plan for a National Bank of England, pp. 244-5. 
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which, in the view of the writer, have made a mockery of the free world’s attempts to 
control inflation by their belief in the theory of money supply. 

The worst of these monetary instruments, the Eurodollar, was yet unborn when 
Lord Radcliffe and his committee completed their report and one wonders just how they 
would have fitted this latter-day South Sea Bubble into their way of thinking. The writer 
will return to the subject of the Eurodollar in a later chapter. 

In spite of all the dangers in the late 1950’s of which the Radcliffe Report warns, 
and over three decades of observing their fulfilment, we seem to have learned nothing, 
as the nations, one by one, watch the debauch of their currencies. 

In para 57 of the Radcliffe Report we read... 


“The effects of a continuous fall in the value of money are not easily recognised in the 
short run, but in the long run their cumulative force can be very serious. We believe 
that we represent opinion correctly when we say that reasonable stability in the value 
of money is still to be regarded as a major objective of Government policy”. 


Just what the committee had in mind by the “long run” one does not know, but 
the past thirty years or so, has led us to the beginnings of the situation in which we can 
see how the “cumulative force can be very serious.” But let us take the view that things 
are now serious, if not yet “very serious” and read further and see what is offered as a 
possible solution to this seemingly insoluble problem. 


Para. 140 


“That the banks consider that their advances could be greatly expanded (to the profit 
of the banks) consistently with the prudent standards of the distribution of assets. 


Para. 141 


“When the anxiety to raise substantially the proportion of advances to deposits is added 
to the strong desire of bankers to meet all their customers’ reasonable requirements for 
temporary finance a feature of the current banking situation because it is something to 
be reckoned with in applying any measures aimed at (the) restriction of credit: to be 
effective such measures must be powerful enough to overcome this strong expansionary 
push in the banks” (Italics mine) 


In para 148 we find this revealing information ... 


“In the last thirty years there has been a great change in the proportion of the clearing 
banks’ assets lent to the public sector. In 1930...less than 24 per cent of total “deposits” 
was lent to the public sector. In June 1959 the proportion ... of about 43 per cent 
of total “deposits” was lent to the public sector, in advances to the nationalised 
industries and local authorities”. Thus the importance of the banks to financing the 
public sector has greatly increased. On the other hand other intermediaries have 
assumed relatively greater importance than in the 1930 as lenders to the private 
sector; so that one may not unfairly say that, as the scope for official influence on the 
banks has increased, the effect that such influence has on total lending to the private 
sector has diminished”. 
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What we are reading here is: 

1. The result of the teaching of Keynes and the willing acceptance by the banks 
to play their part in creating new money as the necessary equation in the 
formula for full employment. 

2. The growth of intermediaries and, therefore the influence on the control of 
total lending to the private sector has been diminished. 

Put very simply in credit and monetary reformers’ language, if we had followed the 
advice of David Ricardo and made the State responsible for the creation of all new 
money we would, as a nation, today be enjoying a much higher standard of life, but 
under the present system this cannot be as the vast indebtedness we have incurred 
carrying with it ever increasing yearly tributes in interest payments, which must eventually 
become insupportable leading to a collapse of the currency with all the misery and 
upheavals this would bring. Hence Radcliffe’s “in the long run their cumulative forces 
can be very serious” but, possibly, the cynic will reply with the oft quoted remark of 
Lord Keynes — “in the long run we are all dead”. It would seem fairly certain to me that 
the “long run” has no consolation for great numbers alive today, but that the long run 
is near enough now to find them very much alive and will, no doubt, be kicking against 
the system that has brought them to such a sorry pass. 

We will press on in our search for the causes of inflation and we find in para. 207 
the following information: 


“There is a very large number — perhaps 1,200 of small finance houses, but over 80 
per cent of the total hire purchase debt due to finance houses (not including debt due 
to retailers and blocks discounted by finance houses) is due to members of the Finance 
Houses Associations, of whom there are now (as of June 1959) seventeen”. 


But, between taking evidence and the printing of the report we find in para. 208 
the following information ... 


‘At the time when we took evidence from the Finance Houses Association only one of 
that number was controlled by a joint stock bank. The position has since markedly 
changed there are now only seven of the seventeen members of the Finance Houses 
Association that are not closely linked with, if not effectively controlled by, one of the 
joint stock banks, and one of these is a subsidiary company of Lombard Banking Ltd.” 


There was, indeed, some very smart takeovers in such a short time if we bear in 
mind the date quoted in para. 207 and the fact that the Report was presented to 
Parliament in August 1959. 

The message here for monetary reformers coming through loud and clear is that 
the rapidly developing business of Hire Purchase with its scandalously high interest rates 
was something the banks, no doubt, considered too good to miss and it was a certainty 
that the attraction of lending their “money created out of nothing” with hire purchase 
rates of interest at between 10 and 15 per cent, while the actual or true rate of interest 
would be between twenty and thirty per cent, would be something they would seek to 
control as this type of lending is far more lucrative than the 2 per cent above bank rate 
charged for an overdraft. 
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One does not have to seek far to find the bankers’ motives for their new found 
enthusiasm for personal loans. The points here to note in our search for the causes of 
inflation are: 

1. Hire Purchase — one of the “Intermediaries” Radcliffe refers to in para. 148 
which has diminished the influence of the authorities to control credit and 
the money supply, but we also see that the banks are behind the facade of 
the Finance Houses Association. 

2. The tremendous inflationary cost-push pressure of such exorbitant interest 

rates. But, we find that Radcliffe has this to say in para. 394... 
“For if we are right in believing that the level of total demand is influenced by 
the lending behaviour of an indefinitely wide range of financial institutions, and 
not just by the money supply, it might be supposed, that we should substitute for 
the traditional control of money supply a complex of controls of that wide range 
of financial institutions. Such a prospect would be unwelcome except as a last 
resort, not mainly because of its administrative burdens, but because the further 
growth of new financial institutions would allow the situation to continually slip 
from under the grip of the authorities. The fact that operations on the structure 
of interest rates do, for institutional reasons, change the liquidity of financial 
operators throughout the economy should make it possible to avoid any such 
complex direct controls”. 

It is my submission that the foregoing belief on the part of the Radcliffe Committee 
is typical of the opinion held by the authorities, in that they consistently refuse to face 
up to the fact that if the banking system had no responsibility for the money supply in 
any form whatsoever, they could not create the new money which then finds its way into 
the ‘financial institutions’ which Radcliffe’s Committee despairs of controlling. Can they 
not see that in para. 141 they have identified the cause of inflation? 

In the last part of the above quote from para. 394, referring to interest rates, we 
have seen, these last few years another of the orthodox economists tenets of faith not 
working to pattern as it is quite clear that in this period of gathering inflationary 
pressure high interest rates have little effect when they can be passed on to the consumer. 

Determined to make their point as to the efficacy of interest rates (in spite of all 
the evidence to the contrary) the Radcliffe Committee states...in para. 395... 


“We therefore follow Professor Khan, in the evidence which he submitted to us, in 

insisting upon the structure of interest rates rather than some notion of the ‘supply of 

money’ as the centre-piece of monetary action’. 

If we look at para. 382 we find another piece of orthodoxy stood on its head, again 
for the simple reason, a continuation in “the power of the banks to create money”. 


“It is for monetary measures in association with other weapons of economic policy to 
pursue, in balance decided by Government, the aims of employment policy, of stability 
in the value of money at home and abroad, and on growth. The impact of monetary 
measures the way they push the economy in the desired direction is on the total pressure 


of demand for goods and services. To put the simplest case, when unemployment is 
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rising, prices are dropping and economic development is lagging all round, the weight 
of monetary measures has to be directed to increasing total demand’. (italics mine) 


Here we note another breakdown of orthodoxy where it says: “when unemployment 
is rising, prices are dropping”, but we are witnessing the opposite effect, that of rising 
prices, which is the result of over expansion of the money supply plus punitive rates of 
interest. 

We now turn to para. 395 and follow through Radcliffe's thinking based on Professor 


Kahn's evidence. They go on to state... 


“this does not mean however an absence of special interest in the activity of the banks, 
in the liquidity structure as we have described it, the banks held a special position, in 
that they are for most borrowers and for most short term purposes much the most 
convenient institutional source of funds and often the only source. The authorities 
therefore, need to have special care, in framing a particular course of action, for its 
effects on the banks. In times of emergency they may choose to exercise a direct control 
on the lending operations of the banks. We emphasise that any such special concern, and 
any such extreme measures, are to be aimed at the banks as key lenders in the system, 
and not at the banks as creators of money’. 


Here we have reached the heart of the problem of inflation and few people can 
have any doubts today as to how disastrous this is going to be for them. We watch daily 
the increasing momentum of the loss of the value of our savings and there can be little 
doubt that in a few years time they will buy very little indeed. Such is the cost which 
Western democracy is having to pay to maintain the fiction that the debt we allow the 
credit creators to bring into existence as real wealth, which of course it is not. This is 
the fundamental truth that we refuse to face up to, but the equally damning indictment 
of this virtually unquestioned right of bankers “to create money” is the tribute they 
demand in the form of ‘interest payments’. 

If monetary reformers had high hopes that the Radcliffe Report might be the 
beginnings of a reappraisal of this vicious system, by the time they had reached and read 
para. 395 they realised that there was nothing to hope for in this direction, for as they 
clearly stated above, “the banks hold a special position...as key lenders in the system” 
and, therefore, their power as “creators of money”, must not be questioned even 
though they admit that in times of emergency it might be prudent to place them 
under some form of control. They, then, emphasise to a point of special pleading that 
“any such extreme measures are to be aimed at the banks as key lenders in the system 
and not at the banks as “creators of money”. 

Interestingly enough, on this occasion the inverted commas belong to Radcliffe 
this time, and not the author. 

This will, no doubt, strike the reader as final and authoritative that he, or she, may 
be swayed now into thinking there is not much point in reading on, but the writer 
hopes that even if the reader has doubts, let’s look around at the state of the present 
world and see if things are getting better or worse. I think the validity of the continuing 
case against the banking system’s “power to create money and charge interest on their 
creation” will be all too obvious. Therefore, the following pages will be interesting to 
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ponder over in our continuing search to find any legitimate or truly sensible reasons why 
the authorities and orthodox economists cannot find the answer to inflation. 

We will note over and over again Radcliffe’s references to the constant tug-of-war 
between the Government and the banks. 


In para. 411 we read 


“Throughout this period the bankers continued to be under request to restrict advances 
to “essential” purposes, to withhold credit for speculative purposes. 


In July 1953 the embargo on new issues by investment trusts and unit trusts was 
lifted, as in 1954 was the restrictions on bank lending to hire purchase companies, and 
within a very short time the authorities were aware of an incipient boom in investment 
and the deterioration of gold and dollar reserves and by January 1955 were being forced 
to curb the “creation of new money.” 

Again in para. 416 we read with reference to the bank advances 


“But their advances, which had risen £127m. during the first quarter, increased by a 
further £162m in the second quarter’. 


and we read in para. 417.... 


“The apparent failure of pressure upon liquidity to prevent a rise in advances led the 
authorities to attack the level of advances directly drawing attention to the official 
desire for a further curtailment of bank credit, was followed at the end of July by a 
request from the Chancellor of the Exchequer to bankers for a ‘positive and significant 
reduction in their advances over the next few months’. 


In para. 418 we note the Chancellor’s request (see previous para) had given rise to 
renewed fears of inflation which caused prices to drop in the gilt-edged market and 
again we read in para. 422 


“Despite the renewed request to bankers in February and the Chancellor’ reiteration 
of the funding objective in April, bank advances rose throughout the first half of 1956, 
and only began to fall again after the Chancellor of the Exchequer took the unprecedented 
step of summoning the representatives of the clearing banks and the main banking 
associations to a meeting on July 24 in order to ask that “the contraction of credit 
should be resolutely pursued”. 


By 1958 under threat of a recession all restrictions on bank credit were completely 
lifted and in July 1958 for the first time since the War the banks were free to lend as 
they liked, except for purely speculative purposes. One wonders who made the decisions 
as to what was speculative? 

What a way, to run the economy, the perfect formula for the reduction of the 
nation to a state of mind as to the struggle to cope with the ups and downs of such a 
policy. Little wonder it has earned the title of.. “Stop — Go”. The scene is now set for 
the “you never had it so good period” and the rakes’ progress that was to lead to a large 
adverse balance of payments and the return of Labour to power and its struggle to bring 
about a favourable balance of payments. 
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This they succeeded in doing, but at the cost of devaluation, and at what a cost. 
At the time of devaluation the author wrote the following article which he left with Mr. 
Edward Holloway of the Economic Research Council. 


DEVALUATION 
1967 


The main issue for Britain. 


Exports more competitive in countries which have not devalued. 
Imports more expensive from countries who have not devalued. 


Can devaluation succeed? The writer seriously doubts as to whether it can for the 
following reasons. 


1. 


We import over half our foodstuffs which will immediately be reflected in 
higher prices at the source, plus profit ratio increases as it passes through 


different hands. 


. This will set up a demand for higher wages which will off-set in part the 


hoped for competitiveness of devaluation. 


. If a wage freeze is endorsed wages will buy less and this will cut down our 


imports and in cutting imports the exporting countries are faced with less 
trade with us which off-sets the benefit that devaluation had given them but, 
as practically all foodstuffs imported are indispensable to our standard of 
living, this is not likely to succeed. 


. Vast quantities of our raw materials needed for the manufacture of goods 


both for the home market and for export come from “non-devalued” countries. 
Again, if wages are not increased to meet the increased cost of goods in the 
home market, sales will decline. With this decline in the home demand less 
raw materials will be needed and the exporting countries will be that much 
poorer and will, therefore, cut back on their spending on our exports. The 
danger here is two-fold, i.e., a tougher export market made more difficult by 
increasing costs per unit as the home market declines. 

Devaluation must hurt us in the long run as we cannot do without food and 
essential raw materials. The countries to whom we export can curtail these 
imports from us as so much of what we sell abroad falls into the “luxury 
class” or, they can turn to lower priced competitors (Hong Kong, Spain, etc.) 
or the more efficient (Japan, U.S.A., Germany, etc.) usually carrying with it 
a buoyant home market, an absolute essential for successful exporting, or 
other forms of protection for their industries. 

It is generally agreed by the government, opposition and press that we had 
no alternative but to devalue and, such is the precarious state of sterling 
through fear that devaluation will not work that it only needed a hint of 
further devaluation from Aubrey Jones to start the speculators off on a further 
wave of selling of sterling in which once again, the Bank of England had to 
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intervene at great cost to the nation. 

7. The above thesis could be expanded in every direction but, each step makes 
the future for devaluation look very grim. Indeed, unemployment has not 
been mentioned, but it is self evident that a prolonged period of reflation 
would increase the upward trend. If devaluation in the past has only succeeded 
in giving us a short breathing space, and there are already doubts about last 
month's panic measures, is there an alternative? 

8. To have stayed where we were at $2.80 to be constantly at the mercy of the 
speculators was generally accepted to be untenable and if Aubrey Jones is 
right, we may have to face this situation again in another eighteen months 
and numbers of people think the same, what is the alternative? 

9. If the foregoing are doubts as to the success of devaluation and the position 
of the $2.80, could a case be made out for up-valuing the £.? 

A case could be made out for re-valuing the £. to say £2.95., in the main, 
by reversing the arguments against devaluation. 

10. Cheaper food and essential raw materials, these in themselves would have 
produced cheaper goods for exports, plus a buoyant home market to ensure 
long machine runs to reduce the cost of production. 

11. Full employment and reduction of taxation brought about by the increase in 
Income Tax payments, profits, etc., leading to a great upsurge of confidence 
from every sector of the population bringing a return of morale which is so 
sorely needed to break away from the feeling that “taxation makes extra effort 
worthless”. 

12. An overall plan to develop by every scientific and technical skill our own 
indigenous materials, i.e., Coal, Agriculture, Iron and Steel, Fisheries, North 
Sea Gas, (this was written before the extraction of North Sea Oil], Tourism, 
etc., to meet the demands of an expanding market, concentrate our main 
efforts in the export of high-quality/low-quantity raw materials content 
goods.....planes, nuclear plant, cars, chemicals, electronics, etc., as opposed, 
for instance, to the hopeless struggle in the cheap end of the cotton industry 
threatened continuously by the fact that we have equipped low wage level 
countries with the machinery and know-how. Capital and labour could be 
more profitably used in the development of our own sources of raw materials. 


In conclusion, as with devaluation the case for up-valuing the £ could be extended 
in all directions, but whatever school of thought one would favour the answer is that 
neither in the long run can succeed in the face of the world’s increasing indebtedness. 
A.W. Swan. 4/3/1961. 

It is generally assumed that the people elect a party into power to carry out the 
policies they advocate, but in spite of the Socialist’s beliefs and the scorn poured upon 
the Tories when they are in office over their Stop-Go policies the Labour party, when 
in office, use precisely the same ineffectual economic expedients in the battle against 
the international banking speculators in the hopeless struggle of trying to maintain 
the balance of payments. 
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We find, once again, this time in para. 504 of the Radcliffe Committee's report an 
appropriate and telling reference stressing that: 


“Regulation of the banks is required not because they are ‘creators of money’ but 
because they are the biggest lenders at the shortest (most liquid) end of the range of 


credit markets”. 


Most readers will by now, I am sure, whether they agree or not, see why the 
monetary reformer contends that there can be no solution to the problem of inflation 
until the free-world’s governments, once again, become the sole creators of money for 
precisely the same reason that David Ricardo recognised in 1821; that of the ever- 
increasing burden of debt. 

We find time and time again the Radcliffe Committee’s conviction that the 
authorities should seek to influence liquidity by operating on interest rates. Yet with the 
passing of time since they reported their findings we have seen the rates of interest climb 
higher and higher thus increasing the cost of the National Debt, local rates and the cost 
of borrowing to business and industry. 

Keynes proved in the General Theory that interest-rates were crucial to the balancing 
of the economy. He thus concluded as Ricardo had done that the nation’s money supply 
should be issued by the State ac near-zero rates of interest. 

As we have seen, because this vital basic function passed into the hands of private 
bankers who created money to buy government securities the nation has become trapped 
in perpetual indebtedness. 

Two of the worst results of this disastrous monetary policy are the continuous 
struggle to maintain a favourable balance of payments and the avoidance of 
unemployment. These two all-important aspects of the economy as Keynes demonstrated 
in The General Theory are the results of high interest rates and by high he meant a bank 
rate of over 2 (two) per cent. 

Firstly, it is tragic to read in the Lloyds Bank Economic Bulletin for July 1983 
Christopher Johnson (Group Economic Adviser) belatedly, but I still hope not too late, 
recognizing Keynes's judgement on this all-important function for the economy. 

Mr. Johnson quotes the following from Keynes: 


“It is to our best advantage to reduce the rate of interest to that point at which there 
is full employment.” 


Mr. Johnson also tells us that his findings showed that with a nominal interest rate 
of about 13 per cent each 1 percentage point above leads to a negative growth of 1/2 
per cent and conversely, each 1 per cent below 13 per cent leads to positive growth of 
1/2 per cent. 

As expected by any student of Keynes, a Bank Rate of 17 per cent in 1980 resulted 
in a negative growth of 2 per cent and towards the end of 1982 when the bank rate fell 
to 9 per cent produced a 2 per cent positive growth. 

Thus, Mr. Johnson concludes, that each 1 percentage point off the rate of interest 
rates will add 1 per cent to the growth of the economy. In my judgement the findings 
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of Mr. Johnson is one of the most damning indictments of the banking system that I 
have ever read. One feels a sense of great anger at the unnecessary damage done to the 
world’s economy and my reader will, I trust, appreciate just why I call it —- The Betrayal 
of Keynes. 

Secondly — “Can Interest Rates Fall?” (this is the heading to Mr. Johnson's article). 
If the authorities acted on the rate of interest what would happen to the massive flow 
of money into this country which for reasons of our present economic thinking necessitate 
high interest rates to attract this well named ‘hot money’ to maintain a favourable 
balance of payments? 

We know that if we reduce the interest rate an outflow would soon get under-way 
and in a very short time we would be faced with another balance of payments crisis. 

Thus we see the fundamental flaw in our monetary system: the high cost to the 
nation in interest payments to maintain the ‘favourable balance of payments’ which 
leads to favouring the stability of exchange rates as opposed to the stability of the 
internal price level. 

In the past the authorities through the Bank of England have squandered thousands 
of millions of pounds of the nation’s resources in their vain attempts to try and maintain 
the stability of ‘arbitrary’ exchange rates. Several years ago under intense pressure we 
followed the lead given by Germany and let our currency ‘float’. However, it has never 
been allowed to become a genuine floating pound as the Bank of England has constantly 
intervened. 

Therefore, until internal price stability is the objective, we shall continually be at 
the mercy of international bankers and currency speculators switching their huge balances 
of currencies from one country to another in their relentless and remorseless search for 
profits. 

To quote Keynes, who, in 1933, was preparing a definitive answer to the evils of 
inflation and unemployment in his ‘A Tract on Monetary reform’ he says: 


“Since the rate of exchange of a countrys currency with the currency of the rest of the 
world depends on the relation between the internal price level and the external price 
level it follows that the exchange cannot be stable unless both internal and external 
price levels remain stable. If the external price level is unstable we cannot keep both 
our own price level and our exchange stable. And we are compelled to choose”. (pp. 154- 
3) 


When Keynes was writing this we were off the Gold Standard. In other words our 
currencies were not pegged and in today’s parlance the pound was floating and he went 
on to say: 


“Compare with this the instantaneous effect of the post-war method. If at the existing 
rate of exchange the amount of sterling offered in the exchange market during the course 
of the morning exceeds the amounts of dollars offered, there is no gold available for 
export at a fixed price to bridge the gulf: Consequently the dollar rate of exchange must 
move until at the new rate each of the two currencies in exchange for one another 
exactly balance in amount. But it is the inevitable result of this that within half an 
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hour the relative prices of commodities entering the English-American trade, such as 
cotton and electrolytic copper, have adjusted themselves accordingly. Unless the American 
prices move to meet them halfway, the English prices immediately rise corresponding to 
the movement of the exchange’. (Ibid., pp. 160-1). 


Keynes concluded: 


“Thus the tendency today is right. The foreign exchanges are unregulated and left to 
look afier themselves. But, whilst this is for the most part, the actual state of affairs it 
is not, as yet, the avowed or consistent policy of the responsible authorities. Fixity of the 
dollar exchange at the pre-war parity remains their aspiration, and it still may happen 
that the bank rate is raised for the purpose of influencing the exchange at the time when 
considerations of internal price level and credit policy point the other way”. (Ibid., 
pp. 184-5). 


Two years later Keynes was to see that this state of affairs was not to remain and 
we returned to the Gold Standard with all the disastrous results he foresaw, and for 
which Winston Churchill accepted full responsibility. For six terrible years British industry 
was sacrificed in the attempt to maintain an exchange rate of $4.86 dollars to the 
pound, but in 1931 we forced off the Gold Standard. Financial interests were still 
determined, in spite of the 1925-31 experience, to return to fixed exchange rates and 
in 1944 at Bretton Woods the nation agreed to fixed exchange rates and the price of 
gold. Therefore, as Lord Boothby pointed out in a letter to the Daily Telegraph on the 
2nd of June 1971: “The system is, therefore, based as Enoch Powell has rightly said, on the 
systemisation of a lie”. 

Regretfully we must leave the Radcliffe Report and any remote hopes we may have 
had of their questioning, let alone challenging, the privilege the private bankers have to 
legally operate in ‘creating money’. In fact, in several instances, and perhaps not so 
surprising, they appeared in all respects to act as their protectors. 

I have often wondered how the report might have read if at least one member had 
been appointed to the committee who was known to hold views that were critical of our 
present credit and money creating methods. As I have mentioned in a previous chapter, 
I had hoped that Lord Boothby (then Sir Robert), would have come forward to expose 
the economic and financial fallacies economists fail to question and were certainly never 
seriously questioned. In fact they were vigorously defended in the Radcliffe Report. 

Assuming our dissenting Committee member had been Sir Robert Boothby he 
would, I feel sure, have seen to it that something in the nature of the following 
recommendations were incorporated as part of the plan to deal with the ominous threat 
of increasing inflation. 

1. The conversion of the Bank of England into a national or public corporation 
owned by the State. 

2. The transformation of the banking system from a private profit-making 
concern into a public service. 

3. Control over the rates of interest by means of variations in the volume of 
credit and open market operations. 
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4. Control over capital expenditure on the promotion of all kinds of public 
works or mixed investment not wholly dependent on the profit motive. 

. Control over basic industries of a monopolistic character. 

. Redistribution of wealth by means of taxation and measures of social reform. 
7. Separation of capital from current expenditure by means of two separate 

budgets. 

8. Control over the export of capital. 
9. Control over the import of raw materials including foodstuffs. 

These nine points are, in fact, part of a summary of a programme advanced by Sir 
Robert Boothby in his book “The New Economy” published in 1943 and one can fully 
understand why holding views of such sweeping reform, he did not serve on the Radcliffe 
Committee. 

In concluding this chapter, Money the Servant Now Master, I feel, I must quote 
at length, as did the Earl of Portsmouth in his book ‘Alternative to Death’ published in 
1943, an extract from Vincent Vicker's book “Economic Tribulation” published by The 
Bodley Head. 

“Every new invention, almost every phase in our progress, tends to produce a new 
nomenclature and expressions. Some years ago we heard a great deal about “rationalization 
of industry,” which in plain English meant a “drastic cut of wages and schemes of 
amalgamation,” so that the price level of production should make the restored Gold 
Standard look respectable by still leaving a margin of profit for the producer. Similarly, 
Inflation and Deflation of the currency: we have been taught that Deflation, which 
benefits the lenders of money (such as the banks), at times an unavoidable and necessary 
action in order to preserve “sound finance”: whilst Inflation, benefiting the debtor (such 
as farmers, shopkeepers, and traders), entails action which is so disgraceful that it should 
never be mentioned in any respectable bank parlour. When things changed, so that it 
had to be mentioned, the word “Reflation” was coined — in order that orthodox economists 
would not have their delicate digestions upset by being made to eat their own words. 

And “sound finance” means nothing at all. It is merely a sort of bankers’ slogan 
adopted to disguise the injustice of a credit system; so that whatever the financial 
jugglery in question might be it should in the ears of the public, give the true ring of 
the genuine coin or, at any rate have a comforting sound about it. Whether we like it 
or not, we must realize that the opinion of the City of London very often does not 
represent the opinion of the country, that “sound finance” is essentially an expression 
invented by the banker and dealer in credit. It involves stout adherence to a customary 
ratio as between deposits and loans; it entails the principle of giving lowest possible 
interest to the depositor and obtaining the highest possible return from the borrower. 
It favours, quite naturally the rich, as against the poor borrower, and gives a preferred 
credit to saleable collateral in the form of Stock Exchange securities rather to any other 
security. But, above all, it entails that there should exist at all times a demand for credit 
and currency which, normally exceeds the supply; and it prescribes that there should be 
no reform and no legislation which might deprive the money industry of the natural and 
interested advantage of its monopoly or of its existing policy.” 


NWN 
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Indeed, we can now see that, Money the servant, has become, Money the 
Master. 

Vincent Vickers was writing as an industrialist, a member of the world famous 
engineering company Vickers Armstrong and as a former director of the Bank of England 
where he discovered the dangers the City of London posed, (and still poses), to Britain 
and the rest of the world. 


CHAPTER 7 


The Sorcerer and his Apprentices 


“Banks create credit. It is a mistake to suppose that bank credit is created to any 
important extent by the payment of money into the banks’. 


(Encyclopedia Britannica) 


It is my belief that John Maynard Keynes in his great work — The General Theory 
of Employment, Interest and Money ~ broke the spell that bound economists and politicians 
like helpless victims to the teachings of the classical economists in his approach to the 
problems of mass unemployment. However, he failed to make it clear and beyond all 
doubt whatsoever, that complete control of the creation of all new money (by a National 
or State body) would be crucial if his spell breaking formula was to succeed. 

Because he failed to do so we are now helpless victims of the banking system's new 
exploitation through his deficit spending theory and as in Duka’s — Sorcerers Apprentice, 
they have woven a spell which they are now powerless or unwilling to stop. As the result 
we are now threatened with immense flows of Eurodollars, Eurobonds and near-monetary 
instruments of fiendish complexity. It is, therefore, no wonder that most of the Common 
Market countries by 1973 had erected forms of floodgates in their attempts to control 
the flow of this newly created money. 

The question is, who can show Western democracy before it is too late that the 
reason for this is fundamentally the same as that which for the past hundred years or 
so has lain at the roots of most of our economic and monetary problems; the power and 
privilege of the banking system to create new money based upon the cash in their tills 
which belongs to other people. 

The study of any of the great number of books written on the subject of economics 
will introduce the reader to the beliefs of the mercantilists during the 16th and 17th 
centuries that gold and silver were the ultimate source of wealth and indeed the experience 
of the power of these precious metals led them to believe that therein lay the strength 
of the nation and to achieve this desirable state of affairs it was necessary to trade with 
the object of getting more than they bought. In other words their exports were greater 
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than their imports — hence a favourable balance of trade represented by a comforting 
stock of gold. 

Their aim for the nation was precisely that of the individual; the lust for certainty, 
to cushion the blows of adversity with a nest egg and over the long period of monetary 
development man became convinced that the only thing to be trusted was not God, but 
gold. 

In the final analysis this is still so and we shall ultimately find that this is the root 
cause of the dilemma that besets the nations in their constant struggle to maintain a 
favourable balance of payments. Yet we well know that the simple logic of this is that 
all nations cannot be in surplus, for one nation’s surplus must be another nation’s deficit. 

The nations, however, chose to ignore this basic fact and continue in their error 
to develop their economics based upon the fallacy of exporting their real wealth over and 
above that necessary for the exchange of goods they need for the improvement of their 
standard of living. Thus the insane illusion has been fostered that we must — Export or 
Die. 

The reader will, I trust, remember my introduction, but, I would suggest, if there 
is any doubt as to the magnitude of this fallacy that he or she returns to mull over the 
extracts from Mr. Loftus's book A Main Cause of Unemployment. 

During the 16th and 17th centuries the economic system, quite simply stated was, 
in the main, one of natural wealth and metallic money which most enlightened rulers 
strove to maintain at a high standard as they had learned and understood long before 
Gresham stated his much quoted dictum “bad money drives out good”. ‘Gresham's 
Law’, Sir Thomas Gresham, English Banker c.1519-79 one of the founders of the Royal 
Exchange 1570. 

But, this fairly straightforward state of affairs was towards the end of the 17th 
century to undergo a change so revolutionary that the repercussions are still being felt 
by mankind on an ever-widening scale. I refer, of course, once again to the goldsmiths’ 
discovery that the receipts for the gold and treasure left in their strong rooms were being 
used as a form of paper money and here we have the birth of the bank note, but much 
worse was to happen when they found that the treasure left with them was very rarely 
called for which then led the goldsmith-bankers on to the lucrative discovery that they 
could also create additional credit notes (some times 10 to 1) for this uncalled for 
treasure. 

Hence the beginnings of the fallacy that money, which exercises a real demand on 
real wealth, could be paper money created by private banks, and here began our modern 
economic tribulations along with those for the rest of the world. All is well until ten 
holders of paper come to claim their ten pieces of treasure, which of course do not exist; 
the Great Crash on Wall Street was this same scene played out on a grand scale. 

It is my hope that I can show my reader that it is because of this power, which 
is virtually uncontrolled, that the nations face such vast indebtedness at national, local 
and personal levels and that the interest payments on this debt, which must be found 
by taxation and rates, will become so much more of a burden, and that our free 
enterprise system will be threatened as these demands will become insupportable. 
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We can see the effects of this debt in company reports, in the increasing number 
of firms in financial difficulties and the lowering of the standards of living of those 
unable to increase their incomes. 

So much so and although we are still exhorted to save, and it is instilled in us that 
saving is a virtue, man’s experience is of the necessity of saving for a rainy day. What 
do we find in reality? Instead of reward for thrift savers and investors are penalised by 
the governments’ use of inflation as a method of taxation and in today’s rapid depreciation 
of the value of money we can see the results of so-called Keynesian deficit spending 
policies. 

I say so-called Keynesian, because I am of the belief that. Keynes by showing in his 
General Theory that the cause of unemployment lay in man’s propensity to save and 
demonstrated that it would be necessary for the government to ensure that this 
unconsumed portion of national production which was represented by the peoples’ 
savings must be consumed or utilised through government spending. 

The logic behind his thinking, in my view, and from the evidence of history, is 
fundamentally sound, but failed and was doomed to failure from the beginning as all 
economic and monetary experience has been since the early 18th century when the State 
allowed the power of money creation in all its various guises to slip or be siphoned off 
into the hands of private bankers and financial institutions, who, to remind ourselves, 
in the words of Vincent Vickers, have ensured that “there should be no reform and no 
legislation (passed by any elected government) which might deprive the money industry 
of the natural and interested advantage of its monopoly or of its existing policy”. 

Put another way, if Keynes had made it clear beyond any possibility of 
misinterpretation that new money must be created by the State and brought into 
circulation free of the annual tribute of interest payments we could have avoided the 
perils of currency inflation. Instead we now have to make increasing payments of interests 
to the banking system whereas we could have been spared the dangers to Western 
democracy that the ‘debauch of its currencies’ would most certainly bring. 

Over a hundred years prior to the publication of Keynes’s magnum opus another 
economist had published his great work on economics. I refer, once again, to David 
Ricardos — The Principles of Political Economy and Taxation. Both of these men had one 
thing in common, they both made fortunes out of “playing the market” and, no doubt, 
their immense success in this direction qualified them, better than most, for their 
observations on the subject of money. A study of the thinking of these men has led 
socialists to many of their tenets of faith with which to assail the capitalist system. But 
one finding of Ricardo’s marks him out for the monetary reformer as being far more 
discerning than Keynes and that is his declaration on the subject of paper money and 
who was to create it, and because of its importance, I will try to keep reminding my 
reader of these all-important points throughout this work... 


“but the advantage would always be in favour of the issuers of paper money; and as 
the State represents the people, the people would have saved the tax if they, and not the 
bank, had issued this million...and as I have shown that the public would have a direct 
interest that the issuers should be the State, and not a company of merchants or 
bankers.” 
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What a different story economics would have to tell today if this .truth had been 
taken to heart by the politicians when The Bank Charter Act of 1844 was framed, but 
then, as now, banking and financial interests had their defenders just like today as we 
saw in the Radcliffe Report of 1957. 

For the past hundred years or more the economic debate has raged around the 
thinking based upon the classical trio; Adam Smith, Thomas Malthus and David Ricardo 
supported by say, J. S. Mills, Cairnes and others leading on to modern times with the 
work of Marchall, Pigou and Robertson and, of course not forgetting Karl Marx the 
alleged champion of the proletariat in its struggle against capitalist exploitation. 

The debate today is fiercer than ever now that Keynes's teachings have completely 
upset the economic apple-cart, but for the monetary and credit reformer the vast bulk 
of this academic argument is meaningless as in most cases the cumulative effect of bank 
created money and compounded interest is ignored in the search for the Bogus causes 
of inflation. Behind this clash of divided economic and monetary opinions over the past 
century world banking and finance has steadily strengthened its grip on the levers of 
power. 

To return to Keynes and ask ourselves, can we really think that he had not known 
that in the theories he was advocating in the 1930's as a way of solving the terrible 
problem of mass unemployment, could possibly avoid the consequences of its twin evil, 
inflation? Keynes, in common with numbers of his fellow-country men, was convinced 
that a completely new and dramatic move had to be made to break the dead-lock of 
unemployment and Keynes's solution to this hitherto insoluble problem, as we have 
seen, was for the State to compensate by spending from MO that which the people 
saved. 

I will try to show by quoting from Keynes's own works that he was acutely aware 
of the dangers this revolutionary idea carried with it, but at the time the scourge of 
unemployment had reached such demoralizing proportions that nothing else mattered. 
He knew that to be successful in the long-run with the avoidance of inflation strict 
control of the creation of credit would be absolutely vital. His concluding notes to the 
General Theory leaves one in no doubt that he saw that the king-pin to his General 
Theory of Employment was that the rate of interest should be around 2 per cent which 
would then safeguard the marginal efficiency of capital, i.e. The profitable deployment 
of capital in productive or beneficial activities. 

This crucial factor, as one can readily see, would have brought to an end the power 
of banking to exploit the nation’s credit and it is obvious as in the past, that this all- 
important factor would be suppressed. 

I often imagine that behind the scenes Keynes has been elevated to the position of 
the Patron Saint of Bankers for it is without question that since the end of the war under 
the impetus of State spending we have witnessed a great proliferation of banking activity. 

In the preface to his “Tract on Monetary Reform’ writing of savings and profit 
motive, in short, the system, we should truly regard this as the natural user-friendly 
capitalist system, and not, as my friend David Pidcock recently remarked “our usurer- 
friendly, system of fractional reserve banking and finance”, which is destroying true 
capitalism, and to which Keynes is referring in the following passages... 
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“but they cannot work properly if the money which they assume as a stable measuring 
rod is undependable. Unemployment, the precarious life of the worker, the disappointment 
of expectation, the sudden loss of savings, the excessive windfalls to individuals, the 
speculator, the profiteer, all proceed in large measure from the instability of the standard 


of value.” 
Keynes goes on to say... 


“One is often warned that a scientific treatment of currency questions is impossible 
because the banking world is intellectually incapable of understanding its own problems. 
Uf this is true, the order of society which they stand for will decay”. 


Pages 18-27: Developing the effects of Inflation on the thinking of the business 
man Keynes has this to say... 


“To convert the business man into a profiteer is to strike a blow at capitalism, because 
it destroys the psychological equilibrium which permits the perpetuance of unequal 
rewards. The economic doctrine of normal profits, vaguely apprehended by everyone, 
is the necessary condition for the justification of capitalism. This then, is the second 
disturbance of the existing economic order for which the depreciation of money is 
responsible. If the fall in value of money discourages investment, it also discredits 
enterprise.” 


Again on page 40, Keynes presses home the point that Inflation is unjust and 
Deflation is inexpedient and that both are evil and should be shunned and pleads again 
the case (like Winston Churchill) for a stable measuring rod of value and adds: 

“Without it we cannot be efficient — perhaps not survive” : 


“for these grave causes we must free ourselves from the deep distrust which exists against 
allowing the regulations of the standard of value to be the subject of deliberate decision 
— if not it may require a Revolution to change them.” 


In chapter 3, Keynes introduces us to the Quantity Theory of Money... 
n = currency or forms of cash in circulation with the public. 

p = index number of cost of living. 

k = consumption unit. 

It then follows from the above that n = pk. 


This is the Quantity Theory of Money, so long as k remains unchanged, n & p rise 
and fall together, that is to say, the greater or fewer the number of currency notes, the 
higher or lower is the price level in proportion. 


k'= cheques at banks. 

x = cash proportion at banks as the equation is now 
n=p (k+rk’) 

and on page 84 says... 


“The moral of this discussion is that the price level is not mysterious, but is governed 
by a few, definite analysable influences....our analysis suggests that the first duty of the 
central banking and currency authorities is to make sure they have n & r thoroughly 
under control”. 
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On page 177 we find Keynes insisting that a sound system must provide, to satisfy 
the arguments put forward, a method of regulating the supply of money and credit to 
maintain the stability of the internal strict level. 

Keynes states (p. 171): 


“The internal price level is mainly determined by the amount of credit created by the 
banks, chiefly the Big Five. The amount of credit so treated, is in tts turn roughly 
measured by the volume of bank deposits”. 


We see here why it is that the massive in-flow of foreign money had enabled the 
banks to increase the money-supply by £1,000,000,000 in 1971. The Sunday Telegraph 
(13/6/71) in which Hutber criticised Enoch Powell’s Flitwick speech on this subject. 
Surely Powell must be right for the reason that the government sold £1,600,000,000 of 
gilt-edged securities of which £300,000,000,000 were shorts, hence increasing the banks’ 
‘cash’ and thereby stimulating the creation of more money. In other words the 
£1,000,000,000 increase in the money supply pushed up costs. 

We find Keynes (p. 183) posing the most important question as far as monetary 
reformers are concerned: 


“How far can these two authorities (the Bank of England and the Treasury) control 
their own actions — in my opinion the control, if they choose to exercise it, is mainly 


in their hands’. 


But, he states, the banks could thwart it if strongly opposed to the official policy. 
Therefore, the case the monetary reformer pleads is that no privately owned group 
should be in such a position of power so as to be able to frustrate any policy that is in 
the best interests of the nation. 

I have tried to show in as simple a way as possible Keynes's solution to the riddle 
of mass unemployment and over-production that bedevilled the politicians during the 
thirties and there is no doubt, whatsoever, that no matter how complex the problems 
that face the nation the electorate will judge a political party when in power by its record 
on employment and who can blame the politicians when they turn to Keynes to save 
their reputations with further injections of financial adrenalin - bank created money. 

The fault lies not so much with the politicians as they are concerned with the day 
to day expedients of government, but, with the economists who in their enthusiasm for 
Keynes's break with the past have gone to such extremes in thinking that I feel sure they 
would be condemned by Keynes if he were alive today. One thing for certain he would 
be horrified at the stage we have reached in the destruction of the value of money. 

I like to think of Keynes as mirrored in his Tract on Monetary Reform as this 
approach to the problem of money must finally lead to the acceptance of the proposition 
that all new money and credit creation must become the sole prerogative of the State. 

Neo-Keynesians. generally, it seems to me, have ignored Keynes findings that he set 
out in The General Theory as to the conditions he considered essential if his theory was 
to work successfully and instead of developing these conditions concentrated on Keynes's 
“government spending to provide employment” thus building their case, in the main, 
on deficit spending thereby, choosing to ignore that this means ever expanding debt and 
interest payments. 
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Let me quote from “Modern Economics” by J. Pen published by Penguin Books in 
1965. What he has to say on the subject of the National Debt, in which, presumably, 
he would also include Local Authorities Debt, perfectly demonstrates ignorance in 
action. 

On page 238 under his heading — “The Wrong-headed Opposition” we read this 
example of what he considers to be an incorrect opinion. That 


‘an increase in the national debt means burdening later generations. This is a widespread 
fallacy; based on confusion between micro-and macro-economics. It is only true if the 
future tax rate becomes oppressive, so that the national incomes suffer’. 


Precisely, because the national debt must lead to inflation, the worst of all forms 
of taxation, therefore, the charge of fallacious thinking is unproved. 

But, insisting on the claim that it is a fallacy to think of the national debt as a 
burden, Pen has this to say on page 116 .... 


“The first mistake they (the monetary reformers) make is to think that the national 
debt as such represents a burden on posterity. An internal debt means that governments 
must pay interest and redemption to some of its subjects after other subjects have 
furnished these sums. Money is transferred from the pockets of one to the pockets of the 
other. As the states tax-payers and credits form part of the same national economy and 
of the same generation, the national economy as a whole does not become any poorer 
or any richer from the transfer. It may not therefore be said that an increase in the 
national debt burdens posterity. This cuts away the ground from under the moralistic 
view of the balanced budget. This view regards the public debt too much on the analogy 
of a private debt.” 


But all that is being argued here is the justification for the present system that 
allows the creation of new money by the banks for the purchase of bonds and securities, 
which become the National Debt and Local Authorities Debt and the interest payments 
have to be paid by the whole nation in the form of taxes and rates to that section of 
the nation who hold the bonds and securities and so this form of income designated as 
unearned, becomes a demand on the entire National Product, and under the present 
rules, comes out of the pockets of the private individual. Therefore, public debt is 
inextricably linked to private debt. In other words, Mr. Pen condones ‘Consumption 
without Production’. 

With low rates of interest the producers of the nation’s wealth can absorb this 
burden as the deterioration of the value of money is slow and spreads itself over longish 
periods of time, but with interest rates at such punitive levels as at present we then 
become aware, all of us, bond holders or not, how inflation takes its toll in the most 
vicious of all forms of taxation — “the debauch of the currency”. 

The monetary reformer sees in the reasoning of the Neo-Keynesians, expressed 
above by Mr. Pen, an acceptance of the present method of debt creation as the means 
by which money can be brought into existence to satisfy the demand put upon the 
government by Keynes's solution to the problem of unemployment. 

After the last war governments committed themselves to the policy of full 
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employment and to do this they had to resort to a policy of deficit spending; in other 
words, they put the nation even further into debt. 

For the nation’s survival in the 1914 war by this method we were forced into a debt 
of £7,000,000,000 and again, during the last war the sorry story was repeated and 
although we emerged the victors the cost in monetary terms was appalling; with the 
nation’s debt standing at £30,000,000,000. Therefore, in my view, it was defeated by 
a faulty monetary system which increased the burden of taxation on British industry and 
virtually destroyed its ability to compete in world markets. 

It could, no doubt, be argued that the threat to democratic governments posed by 
mass unemployment leading to severe social unrest is as great a threat as that of war and 
something which the nation would no longer tolerate, therefore, the growth of the 
National Debt could be justified. 

Up until the last war the inflationary danger could be quickly corrected by means 
of deflation which safeguarded the value of money at the cost of unemployment which 
held wages down. This state of affairs was to alter drastically with the adoption of 
Keynes's deficit spending theory and for the first decade or so after the war full employment 
was achieved. 

Wages were stable and so, we note, was the bank rate, which was pegged at 2 per 
cent, where it had stood since 1932. However, in 1952 for a time it was doubled and 
then on to 1956 when it was hoisted to 5 per cent, then during the next year to 7 per 
cent. 

So we see, in six years the bank rate was trebled and by now inflation, the inevitable 
corollary of the rising cost of borrowing money, was once again raising its ugly head, 
but with full employment it was so easy to pass the increased cost of borrowing on to 
the consumer. 

By now the workers were reacting in the only way possible by demanding higher 
wages to meet the increasing cost of living. As I pointed out in my Alton essay on the 
Main Cause of inflation the trade unions were to become the whipping boys for causing 
inflation. 

It is often argued that this problem is of the ‘chicken and egg’ variety, but, in my 
view, there is absolutely no mystery, whatsoever, as rising interest rates and an excess of 
money creation over and above the Gross National Product have always produced the 
same catastrophic results. The majority of our economic problems stem from an excessive 
money supply and high interest rates. 

Coupled with the excessive money-supply which all the free world countries had 
embarked upon there was born in the early 1960’s a monetary instrument which 
international bankers had dreamed of for generations; the Eurodollar. If it were not for 
the fact that I have long been convinced that great pressure by the bankers was brought 
to bear on governments in their decisions on monetary policy I would find it difficult 
to believe that any government could contemplate allowing the growth of an 
unaccountable, international, monetary instrument which could be used as a ‘cash base’ 
for the creation of new money within their country. 

This, however, was allowed to happen with the disastrous results that were to show 
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themselves by the late 1970’s. Within a period of ten years international banking had 
multiplied the $1,000,000,000 American dollars held in Europe into $60,000,000,000 
and they were renamed Eurodollars. These in turn were used for the further financing 
of the enormous flows of Eurobonds. By the end of 1973 this figure had increased to 
$132,000,000,000 equivalent to nearly 15 per cent of the world’s monetary stock. 

During a debate in the House of Commons (reported in the Daily Telegraph 121 
6/73) on further loans to the Argentine Mr. Geoffrey Rippon said “the international 
debt crisis might be likened to a series of time-bombs against our hopes of economic 
recovery.” 

This opinion coming from the man who, as a member of the Heath government 
in 1971, created during the first nine months of that year £5,000,000,000 of new 
money which sparked off the great property boom and the proliferation of secondary 
banks was, no doubt, too much for Enoch Powell and one can well imagine his feelings 
as to the sorry state of the world’s indebtedness the result of, as he put it, “this vast 
bankers’ ramp”. 

His statement during the debate summed up the situation which monetary reformers 
had warned would be inevitable if we allowed uncontrolled creation of money by private 
bankers. Therefore, Powell’s speech as reported in the Daily Telegraph must, I consider, 
find a place in this ‘history of the cause of inflation and unemployment’. 


“The rise of oil prices had been made possible by the increase in the volume of debt — 
direct and indirect. The loans these international institutions and this assumption of 
do-gooding on the part of some of the greatest and wickedest in the world had been the 
initial cause of the trouble. The embarrassment of the developing countries was the fruit 
of what had been done. These international organisations were the creatures of the 
bankers. It was out of the taxpayers of this country in part, out of the work and 
production of this country in part, that “this vast bankers’ ramp” — presented as if it 
was a world-wide benevolent enterprise — was going to be financed in the end”. 


It is of little wonder that this monstrous perversion of money should be labelled 
‘hor’. All one can say is it is a thousand pities that the European governments could not 
have acted together to prevent this flagrant abuse of the nations currencies. 

Fully aware of the implications of the bank rate and the damage it does to producer- 
capitalism, and in the context of the above quotations the ‘time-bomb’ of interest rates 
under the world’s economies, Keynes in his General Theory has this to say (p. 339) — 


“Under the influence of this faulty theory the City of London gradually devised the most 
dangerous technique for the maintenance of equilibrium which can possibly be imagined, 
namely, the technique of the bank rate with rigid parity of foreign exchanges. For this 
meant the objective of maintaining a domestic rate of interest consistent with full 
employment was wholly ruled out. Since, in practice, it is impossible to neglect the 
balance of payments, a means of controlling it was evolved which, instead of protecting 
the domestic rate of interest, sacrificed it to the operation of blind forces’. 


So concerned was Keynes with the damage that high interest rates will do to the 
economy he quotes in the General Theory (p. 344) a letter to which John Locke (1632- 
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1704) referred when he was writing in 1691. It sums up the state of economic decay 
in which we find ourselves today. 


“High Interest decays Trade. The advantage from Interest is greater than the Profit from 
Trade, which makes the rich Merchants give over, and put out their stock to Interest, 
and the lesser Merchants break’. 


Pressing home his plea as to the importance of a low interest rate Keynes states 


(General Theory, pp. 374-6) 


“There is, however, a second, much more fundamental inference from our argument 
which has a bearing on the future of inequalities of wealth; namely, our theory of the 
rate of interest. The justification for a moderately high rate of interest has been found 
hitherto in the necessity of providing a sufficient inducement to save. But we have 
shown that the extent of effective savings is necessarily determined by the scale of 
investment and that the scale of investment is promoted by a low rate of interest.” 


Furthermore, Keynes expressed the opinion that “interest today rewards no genuine 
sacrifice” and that “the owner of capital can obtain interest because capital is scarce”. 
Therefore, in my view, the following claim Keynes makes is the plea of the monetary 
reformer when he goes on to say that “there is no intrinsic reason for the scarcity of 
capital” and on page 378 he gets very near to calling for that which the monetary 
reformer regards as the only way that order can be restored to an economic system which 
is rapidly slipping into anarchy; by calling for a “somewhat Socialisation of investment 
as the only means of securing full employment”. 

It was Keynes's seeming hostility to capitalism and his use of the term Socialisation 
that brought so much enthusiasm from the Left for some of his ideas. It was the misuse 
and distortion of some of his theories by Neo-Keynesian economists after the Second 
World War which were acted upon by Socialist politicians and, sadly, by subsequent 
Tory governments to compete with Labour's State largesses that the libellous description 
of ‘Keynesian’ was attached to Keynes's teachings. 

If there is any doubt, whatsoever, as to where Keynes stood in the Capitalism 
versus Socialism debate page 379 of the General Theory will make his position perfectly 
clear. There he states the case for the necessity of central control to ensure a high rate 
of employment, but beyond this he declares self-interest will safeguard the people against 
the tyranny of the totalitarian state. 

In chapter 10 of this ‘history’ — The Betrayal of Keynes, I seek to show that the 
all-important section of Keynes’s analysis on the recurring problems of inflation and 
unemployment have been ‘ignored’ by successive governments of the left and right and 
their advisors. 

It is, therefore, my case that until the authorities return to Keynes's spell-breaking 
formulae as set out in the General Theory there can be no hope of the nation extricating 
itself from the morass of monetary expedients which lie at the root of our economic 
predicament. 


CHAPTER 8 


The Root of our Economic Ills 


“When a hard-pressed citizen raises money in credit to pay his taxes, as for any other 
purposes, new money is brought into existence.” 


(The Times, September 30, 1942) 


The obvious outcome of placing such a privilege and the temptation in the hands 
of private individuals to “create money out of nothing” would be to create too much 
and in every direction one searches we find this to be the root of our economic ills. 

It is fantastic and almost beyond belief that this privilege remains unquestioned and 
the producers of real wealth; industry, agriculture, and labour alike, are all victims of this 
unnatural and insatiable impostor — bank created money. 

Furthermore, it is useless to wade through any of the orthodox works on economics 
to find the answer to the riddle of slumps and booms, currency crises, national trade 
rivalries and the miseries they bring, simply because they fail to question the system of 
bank created credits and money with the result that the natural economic scene has 
become almost unrecognisable beneath the rampant growth of orthodox economists’ 
explanations as to why the nations constantly live in a state of fear of a depression. 

Let me give an example of what I mean. My reader will hopefully remember the 
comments made by Christopher Johnson, Group Economic Adviser to Lloyds Bank in 
their Economic Bulletin of July 1983, (see Chapter 6); Banks also issue quarterly reviews 
and the articles that appear in them cover a wide range of problems that stem from our 
faulty money system and its creation. A close study will show that whatever explanation 
is put forward to show what has gone wrong with a particular section of the economy 
one can be certain that in the next edition it will be opposed. 

For the monetary reformer this is inevitable but as two wrongs can never make a 
right one can well imagine that the banks see in these reviews an arena in which 
gladiatorial academics do battle and confuse the spectators with their skills. 
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It is not to be wondered at that the great majority of the nation’s citizens busy with 
their everyday tasks of earning a living should say to themselves, if the trained economists 
and experts cannot find an answer to these problems, how can I be expected to. Therefore, 
behind these artificial divisions of opinions the Banker reigns supreme. 

The following examples of highly trained minds cancelling one another out in their 
efforts to prove where the fault lies in a particular section of the economic structure 
would be well worth the reader’s effort to study in their entirety. 

In the February 1970 issue of the National Westminster Bank’s quarterly review we 
read under the heading of ~ “Too High Interest Rates’ by Brian Reading.' Reading, a 
lecturer at Christ Church, worked in the Bank of England, NEDO, the Department of 
Economic Affairs and the Conservative Research Department. The article sets out his 
case for the need of lower rates of interest. The following are some of the points he 
makes to support his claims. 


“The full social and economic costs of high interest rates have not been generally 
recognised, nor the possibilities for lower rates been appreciated.” 


“High interest rates add appreciably to the cost of servicing the National Debt and 
hence taxation. Of course, a large part consists of transfer payments... However, high 
interest rates also add to the cost of servicing, external debt weakens the incentive to 
invest, they have grave consequences for the buyer and they penalize the section of the 
community which holds fixed interest, undated securities.” 


“That an extra 1 per cent on interest rates adds a significant extra burden to public 
expenditure and taxation.” 


“Thus the burden of higher interest rates steadily mounts over the years. For example, 
between the years 1959-60 and 1969-70 the National Debt will have increased by less 
than a quarter; but the cost of servicing it will have risen from £1,098 million to 
£2,050 million. The additional cost due to rising interest rates is thus in the order of 
£700,000,000 a year.” 


‘Again, it is very difficult to quantify the cost to the balance of payments — But, we 
do know that of the £2,700 million of market Treasury bills outstanding at the end 
of June 1969 no less than £2,144 million were in overseas hands. This means a I per 
cent increase on interest rates adds some £20 million to the cost of servicing overseas 


holdings of Treasury Bills.” 


“The effect of interest rates upon investment is a matter of great controversy and it is 
not possible here to go into details. What one can say, however, ts that investment has 
been noticeably depressed in recent years.” 


And so on to posing the question “what is the alternative?” and discusses the 
international case and domestic issues. Concluding thus — 


“A policy of high interest rates is both damaging to our economy, and there is no need 
for it. It is to be hoped therefore that in future the increases in interest rates will not 
be introduced as lightly as in the past. What is needed now is a reduction in interest 
rates to normal levels and sooner than can be achieved the better.” 
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Sure enough as the monetary reformer would expect the sound case argued above 
by Brian Reading, is challenged and turned upside-down by two university academicians 
in the following Quarterly Review where Mr. Nurali Peera, a lecturer at the University 
of Salford since 1966, poses the question — “Interest Rates: Illusion or Reality” and sets 
to work to demolish the case set up and we read.... 


“The assertion that interest rates in Britain are too high, or have been too high lately, 
is false. The error arises from observing monetary, rather than real, magnitudes. Although 
money rates have been high, reef rates have been far from high during the past war 
years; and it is real, i.e., nominal rates deflated by price changes that are relevant in 
the present context.” 


“Obviously, it is possible to get different results by using different price and interest rates 
indices. — All the same, it is still not true to assert that interest rates are currently high.” 


The theme is developed that “popular notions are erroneous” and attacks Reading's 
thesis of the effects of high-interest rates on our economy as incorrect and misleading 
because it treats monetary magnitude as real ones in a period when prices are increasing 
rapidly. Applying a similar reasoning to investment, National Debt, mortgages and the 
activities of the authorities he comes to the conclusion that...”in general, there are 
pitfalls inherent in looking at monetary magnitudes in isolation from changes in the 
price level”. 

On page 41 we read this, and I have read and re-read the claim and have reluctantly 
come to the conclusion that although Mr. Peera read economics at the University 
College of Wales, in Aberystwyth, and the University of Manchester, and lectured at the 
University of Salford from1966, seems to have been wasting his time, if this is all he 
can contribute to the search for inflationary causes — or he has a wry sense of humour 
and he provided the following with his tongue firmly planted in his cheek... 


“More important; whereas individuals and institutions may be forgiven for suffering 
from the money illusion, the same cannot be said for economists, who should know 
better and should, indeed, help the uninitiated distinguish between illusion and reality.” 


This, as I read it, is an extraordinary claim. It is not a case of economists knowing 
better, but of blind economists looking after their pensions or being paid to mislead the 
blind. 

Professor Galbraith in his brilliant and witty presentation of events leading to “The 
Great Crash in 1929”,? tells story after story of these same people who should “know 
better” suffering from the “money illusion” as much, if not more so, than the “uninitiated”. 
As Galbraith points out, the investment trusts saw how important it was to have a 
professor of economics on the board to impress the public of the soundness of their 
schemes and on page 80 introduces us to a list of eminent professors of economics who 
were indeed held in awe by the uninitiated and, acting upon the advice of these men 
who “should have known better”, borrowed money in greater and greater quantities for 
speculation in stocks and shares — indeed, as Professor Galbraith points out — “It was 
a golden age for professors”. And, no doubt, while it lasted for the bankers also. But 
with the passing of sixty years it is clear to this monetary reformer that the orthodox 
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economists whether they “know better” or not, still carry on erecting their aunt-sallies 
for each other to knock down, in the time honoured diversion which draws the fire away 
from the Old Lady of Threadneedle Street. 

On completing the study of Nurali Peera’s case for the acceptance of the inevitability 
of continued inflation, for in the eyes of the monetary reformer that is what it amounts 
to, we find on page 48 of the same Review, Peter Wann? asking the question “Lower 
Interest Rates?” and joins Nurali Peera in the attack on Brian Reading’s assessment of 
the effects of “Too High Interest Rates” on Britain’s economy, like the attack on Oliver 
for requesting more porridge. 

And we find these contentions the quintessence of the Neo-Keynesian school.... 

“The general implication that we are all losers by high interest rates is open to question. 
Interest is purely a transfer of income.” 


“Who are the gainers from high interest rates? Savers, holders of with-profits life 
insurance policies, pension funds, banks. Correspondingly lower interest rates would 
tend to reduce the incentive to save, raise life insurance premiums, cut bonuses, reduce 
annuities, necessitate higher pension fund contributions and cut bank profits.” 


All these contentions sum up for the reader in search for an honest answer to one 
of the greatest problems facing Western democracy’s fight for survival, is that the cause 
of inflation is bank created debt and banks increasing and maintaining their rates of 
interest. Into this bewildering muddle and clash of Academic opinions steps Paul Einzig* 
with an article in the August 1970 edition of the National Westminster Review, entitled 
“Flexible Interest Rates” and here he shows that: 


“the system of flexible interest rates has crept into existence almost unnoticed” and goes 
on to say “The device is still in its experimental stage, it seems probable, however, that 
we shall witness before very long a sufficient increase in its application to justify our 
describing its emergence as yet another major institutional change”. 


These four examples of highly trained minds debating one of the linchpins to our 
economic system will repay the reader's time spent in studying their claims, but the 
writers’ view is that they form among many such examples of sadly wasted effort 
attempting to square this particularly impossible, intellectual circle. 

In fact, flexible interest rates can be seen as one of the many expedients that the 
parasitical debt creating financial system is being forced to take in its attempts to stave 
off the inevitable collapse of the nation’s economies under the ever mounting strain of 
their annual tribute of interest payments on bank created money. 

Year after year, hundreds of university trained economists produce an unending 
stream of books and articles in the futile search for an answer to the riddle of our 


*1, The Great Crash 1929. Published in the USA in 1954. Extracts from Penguine “Pelican” 1968 
A540. 
2. Peter Wann is a graduate of Peterhouse, Cambridge, currently teaching Economics at Cambridge 
Tutors, Croydon. 
3. Paul Einzig. Doctor of Political and Economic Sciences, University of Paris; for thirty five years 
a financial journalist and the author of many books. 
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economic ills because they cannot bring themselves to believe that so simple a truth chat 
“bank created money” can be the cause of the problem they say they are desperate to 
cure, 

To bring to my reader’s attention the following illustrations of this terrible waste 
of time, I feel, makes this criticism quite clear. In Surveys of Economic Theory, Vol. 1. The 
American Economic Association and The Royal Economic Society, we can read the 
following studies: 


“Money — Theory and Policy” by Professor Harry G. Johnson, University of Chicago, 
in which 129 works of reference are drawn upon. 


“Survey of the Inflation Theory” by Professor R. Bronfenbrenner, Carnegie Institute, 
and Professor F D. Holzman Tufts University. 183 reference works. 


“Recent Theories concerning the Nature and Role of Interest” by Professor G. L. S. 
Shackle, University of Liverpool. 50 works of reference. 


To add to this hurly-burly of confusion we had Professor Harry Johnson making 
confusion more confounded by his views put forward in an earlier article published in 
the May issue of Encounter (1968): 


“Academic economists in this country” he says, “are all only too easily bought, 
either as public and ostensibly impartial defenders of party policies, or government”. 
As such they are “willing to allow their reputations to sanction policies adopted 
contrary to their advice or the prescriptions of their science”. 


‘They do so’, he argues, ‘in return for the opportunity to exercise some residual 

influences in the areas of policy making’ yet too often they achieve this not by 

objective analysis but “by demonstrating superior ability to invent politically 

appealing economic policy gimmicks” 

Professor Johnson characterizes the British and especially the Oxbridge economists 
as arrogant, too much concerned with macro-economics and given to tackling micro- 
economic problems “in terms of brilliant over simplifications.” 


“The teaching of under graduates destined for the ruling class elite”, he says, “is 
most easily achieved by the display of brilliance in stereotyping the structure of the 
economy and its problems;” and there is a “temptation to produce clever solutions 
whose non-acceptance heretofore can be attributed directly or by implication to 
one’s students’ elders.” 


“The governments economist” he says, is frequently “a barrister making the best 
case for his client’s behaviour that he can, or an advertising copy writer, plugging 
the most seductive characteristic of the product he has contracted to sell.” 


The above extracts from Professor Johnson's article are as The Times printed them 
on 15/4/68 and J have quoted them in full as I am sure if I had suggested anything half 
as condemnatory (however accurate) it would be dismissed as the ramblings of a monetary 
reforming crank. Just why Professor Johnson chose to be so scathing towards British 
universities I find somewhat puzzling (although we are grateful for him and The Times 
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for an update on the British situation), as I would have thought this to be a common 
condition in all countries. Professor Galbraith writing of the Great Crash on Wall Street, 
no doubt, thought this to be the case. 

With the foregoing illustrations of the tortuous thinking that revolves around the 
tangled web of problems we have inherited through the failure to control the activities 
of the money manipulators during the past one hundred and fifty years we cannot hope 
for any enlightenment to the problems of inflation from the vast majority of orthodox 
economists. 

If we look to the politicians for guidance we will find that either they accept 
without question the teachings of the orthodox economists, or that, as in the case of the 
present government (1971), they are closely associated with banking. 

The economists with their well-moulded and artfully crafted arguments make no 
attempt to show the all-important influences of bank created money, but pour some of 
these immense flows into their commodious vessels and it soon becomes apparent just 
how seriously their arguments are flawed. In short, they will not hold water. 

Therefore, true-capitalism (the fruits of genuine savings and production) cannot 
hope for release from the bondage to the debt creating banking system until it is 
questioned by a trusted national figure and it seems the only possible champion on the 
contemporary British scene is Enoch Powell. 

As we already know from his speeches and writings he is acutely aware of the fact 
that, in the main, our economic tribulations spring from a faulty money system. But 
as I understand Powell he traces the fault to the action of the government in bringing 
money into existence in excess of the nation’s production. If this were true in the real 
sense of money, as the man in the street understands it, then little harm would be done 
as this new money would be in circulation free of the burden of interest payments and 
any tendency to inflation could then be controlled by fiscal action. 

Bur, it is not so, and this why the monetary reformer fears that the State by 
allowing the banking system the lucrative privilege of creating money out of nothing 
will, if they have not already done so, push the free world into a position of insupportable 
indebtedness. This is precisely why President Nixon was forced to take action to protect 
the economy of the U.S.A. in August 1971 and thereby precipitating a world-wide 
currency crisis which can never be cured until the very basis of the structure is critically 
examined. 

My immediate reactions on hearing Nixon’s announcement was, thank God, at last 
someone has called a halt to a world situation that is rapidly getting out of control. The 
free world has now been given a long overdue jolt into sanity and one prays that there 
will be no weakening in the determination of the Americans to see that there is no 
return to the inflationary madness of the past twenty years, but one is always afraid that 
when faced with the threat to power that unemployment brings on will turn once again 
to siren calls of Neo-Keynesian deficit spending. 

We had a lesson in the thirties of the price the people had to pay for past unbridled 
money expansion and, as I have pointed out elsewhere this was surmounted by savage 
deflation and all this entailed in the misery and degradation of the dole queues. 
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Six years have past since those dangerous years and once again we find ourselves 
face to face with the same threat to the survival of Western democracy and any attempts 
to resort to the classic method of deflation to safeguard the vast indebtedness created 
by the banking system would be resisted by the trade unions with every means within 
their power. 

It is for this same reason that the inherent commonsense of the workers leads them 
to suspect any form of income control without it being matched by control of finance. 
There are a great number of economists who can be found to advocate the necessity of 
some form of control of income, but few to question the licence allowed to the growth 
of fictitious paper claims made on the producers of real wealth; industry and labour. 

In political terms Mrs. Barbara Castle’s — “Jn Place of Strife” was just such an 
attempt to introduce a legalised refinement of the old blunt economic weapon of 
deflation and Carr’s version of this was bound to incur the hostility of organised trade 
unionism who for the first time over the centuries are able to stand up to such pressures 
both from government and employer. As is to be expected in a democratic society 
political parties are confronted with the seemingly impossible task of reconciling the 
constant threat of unemployment and the loss of the faith of the people so, rather than 
face the loss of power they turn in desperation to a further bout of pseudo-deficit 
spending, therefore adding an additional twist to the inflationary spiral. 

Thus we read (in October 1971) that the government has decided to inject 
£1,500,000,000 of spending into new public works, thereby, adding to the Nation's 
indebtedness and a further boost to the existing “unearned interest demand” on the 
Gross National Product, on top of the demand set up from the wages derived from the 
new make-work projects, which are generally in themselves unproductive of real wealth, 
in terms of consumer goods, thereby contributing further to the inflationary push. 

The following quotation from an article by Peter Jacobson of the B.I.S. (Bank of 
International Settlements) at Basel, Switzerland, in a bulletin of the Skaninaviska Bankan 
is to the point. 


“If we overlook the fact that equilibrium is the main issue and if costs are actually 
Jorced up despite the slump, large amounts may be spent year after year on public works, 
as in the United States in the thirties, without coping with the slump and even without 
any marked reduction in unemployment. Any attempt to eliminate the disturbances 
solely by means of an infusion of purchasing power will require such strong doses that 
public indebtedness will exceed the limit of what is permissible, so that, in many cases, 
the concern thus caused is greater than the encouragement given to new enterprise. 


If, on the other hand a certain adjustments of costs is effected — or, at any rate, if due 
caution is observed in the increase of costs — fresh purchasing power may have telling 
effects. The great importance of an adjustment of costs should therefore, not be overlooked.” 


And so, coming on top of the green light given to the bankers to embark upon 
a money lending spree we were hell-bent on a bigger and more disastrous repeat 
performance of the inflationary tragedy than that brought about by the Tory government's 
decision to lift all restrictions on bank credit in July 1958. 


290 THE OTHER ROAD TO SERFDOM 


When one sees such appeals to the cupidity of sections of the public as the full- 
page advertisement in the Daily Telegraph on September 13, 1971 over the name of 
the National Westminster bank one despairs of the integrity of such a system and is 
filled with forebodings as to the fate of the nation that falls victim to such 
blandishments. 

We are shown an Emmett-like space rocket constructed from dustbins and we are 
then brain-washed into believing that all this lunatic rocket builder has to do is to go 
along to the bank who are there ‘simply to help’ and they will be ‘open to any convincing 
argument for a loan of £200 for a holiday’. 

It is because faced with almost complete disregard on the part of the authorities 
to the appalling dangers of the reckless creation of new money that the monetary 
reformer fears the eventual breakdown of our democratic way of life and all the horrors 
that a totalitarian state would bring. 

Therefore, in my view, it is quite useless to expect the trade unions to accept the 
principle of laissez-faire for banking (for which read Less than fair) finance and the 
world of business and for it to be denied to them. In other words the play of the market 
can no longer be a one-sided affair and, it would seem, we have reached a stalemate 
which can only be broken by the fundamental and necessary control of the issue of all 
new money by the State. All other expedients will be but palliatives as past experience 
has proved. 

In short, the workers are refusing to shoulder the age old burden of providing 
perpetual real wealth to the creators of perpetual debt. 

As any survey of the immense increase of the money supply and the proliferation 
of near-monetary instruments that flow from it during the past forty years will show 
that with the multiplier of excessively high interest rates the demand on the Gross 
National Product has been so great, i.e., consumption without production, that rampant 
inflation was bound to be inevitable as trade unions sought to bring their wages in line 
with increasing prices. 

It should, therefore, come as no surprise that economists are at a loss to explain 
away, as Patrick Hutber writing in the Sunday Telegraph (31/10/71) put it — “the strange 
new forms of inflation we are experiencing”. But, I would suggest, City editors in 
keeping with economists are also “in some disrepute or at any rate disarray” over the 
present tragic state of economic thinking and although Hutber is referring specifically 
to the problems of Britain and the Common Market when he says: “It is notorious that 
the academic economists have been split right down the middle” it is also true, as I 
pointed out at the beginning of this chapter, they are split right down the middle on 
practically every economic subject you care to mention, and is part of a well-rehearsed, 
ongoing academic process of divide or fool. 

The money supply is a fantastic example of this and it will be of interest at this 
point to look at the cleavage of thinking on this all-important subject, which is in line 
with David Ricardo’s conclusion of 1817, with which you will now be well aware, that 
the advantages in this function will always favour the issuers of paper. 

This same warning of the dangers that lay in allowing the unlimited creation of 
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paper credit by the banks was given by David Hume (1711-76); who wrote in — Essays, 
Moral, Political and Literary in 1752: 


‘T scarcely know any method of sinking money below its level, but those (methods used 
by) banks, funds, and paper-credit, so much practised in this kingdom. These render 
paper equivalents to money, circulate it throughout the whole State, make it supply the 
place of gold and silver, raise proportionably the price of labour and commodities, and, 
by that means either banish a great part of those precious metals, or prevent their 
farther increase. What can be more short-sighted than our reasonings on this head? We 
fancy, because an individual would be much richer, were his stock of money doubled 
that the same good effect would follow were the money of every one increased; not 
considering, that this would raise as much the price of every commodity, and reduce 
every man, in time, to the same condition as before. 


It is only in our public negotiations and transactions with foreigners that a greater stock 
of money is advantageous; and as our paper is there absolutely insignificant, we feel, 
by its means, all the ill effects arising from a great abundance of money, without 
reaping any of the advantages.” 

The young David Hume, who was taught by Francis Hutcheson, who also tutored 
Adam Smith (1723-90) at the University of Glasgow, had seen the utter futility of paper 
money madness that the South Sea Bubble had created. For a fascinating study of man’s 
cupidity the Jackdor publication No.19 “The South Sea Bubble” is urged by the writer 
as essential reading for the beginner in his or her search for the cause of inflation. 

Both David Hume and Ricardo had seen quite clearly the cause of the problem 
which present day economists fail (for whatever reason) to question that money should 
be brought into existence by the State for the benefit of all the people; because all the 
people are, in fact, the State, not only a privileged-few who can exploit the weakness in 
our existing monetary system. 

There is general agreement that the Quantity-Theory of Money approximates the 
idea that the general price level depends on the amount of money in circulation and is 
usually shown as the following equation: MV = PT, where M is the quantity of money 
(including bank deposits) and V the velocity of circulation of Money, i.e., the average 
number of times which a unit of Money is spent during a defined period for a quantity 
of goods and services T, whose average price is P. 

The economic aim of a country’s policy should be to maintain its money-supply 
in balance with its gross national product. Failure to achieve this results either in 
excessive demand, i.e., inflation and balance of payments difficulties, or deficient demand, 
i.e., unemployment. 

A study of the Trade Cycle should be sufficient evidence of the disastrous results 
when the money-supply is left to the ‘discretion’ of ‘prudent bankers’. These cyclical 
booms and slumps can be traced directly and fairly accurately over the past hundred and 
fifty years or so to this stupendous folly. 

They show that there is no escape for the broad masses of the people who, in the 
main, wish only to live a peaceful life free from the anxieties of unemployment and 
inflation. 
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All the theories of the Chicago school of money-supply and the opposing Neo- 
Keynesians are of no avail simply because they both argue while accepting the existing 
power of private banks to create debt. 

David Ricardo M. P. 1834; N. Clay M.P. 1836; Col. Torrens 1837 and Sampson 
Ricardo 1838 were all advocates of the necessity of establishing a national bank. The 
following is an extract from a letter written to Lord Melbourne by Colonel Torrens on 
bank reform putting forward the general ideas held by these men. Today, one need 
hardly add, that this way of thinking is dismissed by orthodoxy as mere variations on 
a theme from the fantasy land of the monetary crank. But then of course that’s what 
they are paid to say. But who could object to the following, but a tyrant or a fool: 


“Under the management of competent functionaries qualified by the possession, not of 
Bank Stock, but of economic science, appointed, not by the holders of Bank Stock, but 
by the Government, responsible not to their co-proprietors, but to Parliament; and 
having as their first object and primary duty the protection, not of their own corporate 
property, but of the general interest of the nation’. 


(Quoted by G. R. Porter, FRS in his book 
The Progress of the Nation, Pub. 1838, p. 223) 

The study of the findings of the Radcliffe Committee make it abundantly clear 
that the power of banking has been able to chware the hopes of the people in spite of 
their elected representatives in Parliament. 

What is the Money Supply? The currency of the country consists of coins, bank 
notes and bank deposits. Coins today having no gold or silver are merely ‘tokens’ of 
value. The same can be said of bank notes issued by the Bank of England which are 
known as the fiduciary issue; meaning they are issued ‘in faith’ as they are unbacked by 
the precious metals. 

It was the fiduciary issue conditions in the Bank Charter Act of 1844 on which 
the monetary reformers had pinned their hopes. It was laid down that all notes issued, 
except the £15,000,000 fiduciary issue backed by government securities, had to be 
backed £1 for £1 by gold. It was the defeat of this provision by the banks as the result 
of the development of the system of ‘cheque-money’ which has led to the ruinous money 
creating activities of the private banking system. Therefore, coins and bank notes represent 
the Legal Tender Money issued by the State and comes into existence free of interest 
charges. This was the reason why Ricardo, Torrens and others advocated the necessity 
of a State Bank which would issue all new money free from perpetual interest payments. 

However, as of this moment in time Legal Tender money is but a small portion 
of the money supply (approximately 15%) the major portion (85%) being bank deposits, 
which, as we now know, are created exclusively by the actions of the banks themselves. 
Therefore, having allowed the private bankers to become the creators of new money, the 
government when faced with the need to find extra funds to avoid further taxation, 
resorts to the age old use of the Treasury till. Now what has happened? Instead of issuing 
new money as advocated above, the government sells Treasury Bills, the majority of 
which are bought by the banks and that which follows is the cause of uncontrollable 
inflation. 
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These Treasury Bills are regarded by the banks as liquid assets which enables them 
to increase advances or buy more government stock and in this way expand the credit 
money supply, within the economy. 

Keynes was well aware that inflation was inherent in our present monetary system 
and in his summary of his findings in The General Theory he left us in no doubt that 
interest payments are the true root of the problem if the free world is to escape the 
horrors that inflation will bring. Therefore, the division of opinion among the economists 
must continue unabated in their attempts to solve economic riddles of our times. 

One can hardly hold the bankers to blame for the miseries of inflation as they are 
only doing that which most people in their privileged position would do. After all we 
all strive to make money. Or should I say earn money, because, in reality, only banks 
have the right to actually make money, we, on the other hand, have to work for ours. 
The blame lies with the economists, especially the Neo-Keynesians, in their faulty 
interpretation of Keynes's teachings, and ignoring the master’s summary of the conditions 
that are necessary if his solution of deficit spending is to succeed. 

On the evening of 19/2/72 I listened to the B.B.C. programme, “A Word in 
Edgeways”, and Brian Redhead’s guests were Sir Frederick Catherwood, Mr. Lawson and 
Mr. Townsend. Their subject was the problem of inflation brought to the fore by the 
intensity of the miners strike. Between them they ranged over practically every aspect 
of this national tragedy, i.e., “the power is now on the workshop floor”, “the disregard 
for law and order”, “the need for an incomes policy”, “government trying to coerce the 
workers”, — “the trade unions will destroy the currency”. 

Not once did these eminent opinion formers refer to the reckless creation of money 
at its present high rates of interest - which represents the wages received by bankers and 
other members of that flag-ship of restrictive practices and bastion of ‘closed-shop 
trades-unionism’ — the Ancient and Accepted Brethren of Organised Money. But as with 
the case of Sir George Balton, by now they should know well enough that the currency 
will not be destroyed by the genuine trade unions, but by the union of bankers, and 
other — “Comrades of Adversarial Finance”. 

The terrible story of the havoc that the Eurodollar has wrought with the nations’ 
economies by governments allowing it to be used as a basis for the creation of new 
monetary instruments is a subject on which Sir George Bolton could throw a great deal 
of light. In spite of the tremendous inflationary push the Eurodollar has given to 
currencies of the free-world we learn of further horrors being prepared by the bankers. 

Ona 10 p.m. BBC news programme the merchant banker Charles Villiers described 
the Eurodollar as “gorgeous”, but went on to admit that they had subjected it to an 
‘overkill’. However, it seems, he and others are now hoping to start all over again with 
a new version. In fact, he states it has already been named the “Europa” — God forbid, 
one can only hope that governments will never again allow the repeat of such folly as 
the Eurodollar as there is not the shadow of doubt that it has played a significant part 
in the rampant inflation which the authorities are now unable to control. 

A further check at this point (the week of the miners acceptance of the Wilberforce 
recommendations) the Datly Telegraph reports (22.2.72) in its first leader — “Incomes 
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Policy” the current craze for some form of incomes policy and in particular Lord Brown's 
(Minister at the Board of Trade in the last Labour government) version as set out in a 
new booklet by the Industrial, Educational and Research Foundation and summarised 
as — “to ensure full employment, to be generated by running the economy at its full 
potential”— normally a euphemism for progressive inflation. Is not his recipe one for 
inflation and one for incomes policy, with the former soon to overwhelm the latter? 

The Labour party’s discussions with the trade unions the day before on this same 
subject also, comes in for the same criticism, this time including the control of prices 
and concludes ~ “yet control of prices without control of wages is surely by now well 
recognised to be a sure prescription for unemployment”. 

At the conclusion of this typical example of economist and City editorial thinking, 
we read that Professor Hayek warns us that there is no painless cure for inflation. “It 
involves tight money, a tight curb on the unions’ coercive power and a resolute refusal 
to subsidise strikes. Call this an incomes policy if you will; unlike others it might work”. 

Lying next to the above leader appears an article by Paul Einzig again on the same 
subject. Einzig is possibly the leading exponent of the view that the working classes are 
responsible for the sorry state the nation finds itself. This he makes quite clear in his 
book — Decline and Fall published by Macmillan in 1967 — and nowhere, in it will you 
find a hint or suggestion that an excess money supply could be the cause. 

If we refer back to the Daily Telegraph leader we will find the expression ‘tight 
money’. If; however, we substitute ‘fright’ for ‘tight’, we would have the solution to the 
terrible problem, which will, sooner or later, tear the heart out of the nation. To resort 
to the policy of ‘tight money’ will lead to under consumption and then on to further 
unemployment. Lord Brown's remedy of running the economy “at its full potential”, is 
as completely unrealistic as “tight-money”. They are both unworkable as the capital 
needed for industrial development (if borrowed) can only lead to uncontrollable inflation 
as it must mean to a great extent bank created money, and with it, the inevitability of 
greater indebtedness. 

Any perusal of the press at local or national levels will show there is absolutely no 
will on the part of our elected representatives in Parliament to prevent this onrush into 
a money-lenders’ paradise for it would seem that far too many of our legislators have 
very little knowledge as to how the monetary system works. 

More and more banks appear on the scene, unit trusts, property bonds and the like 
are launched with almost weekly regularity, finance houses granted the status of banking, 
the alarming growth of second mortgages, hire-purchase indebtedness and so on right 
through the spectrum to the loan shops sprouting up in the back streets and not 
forgetting the building societies, who, if Cheltenham is a fair example, will soon have 
taken over one of the main parts of the town’s centre for their palatial money lending 
shops. 

The Daily Telegraph (24/2/72) reported that the National Trustee Savings Banks are 
now champing at the bit waiting for the go-ahead to get in on the money lending act. 

Where can this insane, money illusion, end? Most scholars, to greater or lesser, 
agree that the decline and fall of past civilizations and empires was the misuse of money 
which when understood by “the small body of shrewd men who were ever-present in 
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society they become immensely rich”, aided and abetted by the middle classes who are 
led to believe that they can also share in this “paper prosperity”. 

One would have hoped that the disaster of the latter-day South Sea Bubble, the 
Investors Overseas Service, would have seriously alerted governments of the free world 
to the dangers of allowing virtually unlimited expansion of money and credit. 

The following extract is from Norman Angell’s book — The Story of Money in which 
he quotes from H.G. Wells — Oustline of History. 


“Money floated the Romans off the firm ground. Everyone was getting hold of money, 
the majority by the simple expedient of running into debt. Everyone was developing 
property. A small body of very shrewd men was growing immensely rich. Many of the 
patricians (the ruling class) were growing poor and irritated and unscrupulous. Among 
the middle sort of people there was hope and adventure, and much more disappointment. 
The growing mass of expropriated was permeated by that vague, baffled and hopeless 
sense of being inexplicably bested which is the preparatory condition for all great 
revolutionary movements”. 


And yet, we are led to believe that to be forewarned, is to be forearmed. 


Notes 


1. Read PPE at Woodham College, Oxford. 

2. Peter Wann is a graduate of Peterhouse, Cambridge and teaches economics. 

3. Paul Einzig is a Doctor of Political and Economic Sciences, University of Paris, thirty-five years 
of financial journalism, and author of many books on economics. 

4. David M. Pidcock. During conversations in Cheltenham 1990. 


CHAPTER 9 


Alchemists and Academics 


“Treasury notes represent the National Credit, i.e., the combined credit of the British 
taxpayer. That credit belongs to the people, not the banks! But our democratic Chancellor 
offers it to bankers to loan to the public on their own terms to whom it already belongs.” 


(A Fraudulent Standard by A. Kitson) 


In 1932, after having read ‘A Main Cause of Unemployment’ by P. C. Loftus the 
lesson it taught me of the power wielded by the groups of men we know as bankers has 
remained with me for the past 57 years Nothing during that long period of reading and 
studying this incredible, and virtually unquestioned power of the privilege of creating 
‘money out of nothing’, has impressed me more than the conspicuous silence that the 
press, economists and politicians maintain on this, the most important subject affecting 
the happiness and well-being of the peoples of the world, especially the increasing threat 
which Monopolism, i.e, Communism, continues to pose, in its Socialist guise, to the 
peoples of the relatively-free democratic nations. 

As a young man in my home town I saw the effects of the complete impotence 
on the part of the politicians in dealing with the problem of unemployment. The 
mainstay of the town’s livelihood was fishing; “during the thirties a great number of the 
boats were pulled up on the hard standing putting large numbers of men out of work.” 

It was this problem that puzzled me as to why it was that most of British people 
were desperately hungry and yet here were hundreds of men longing to catch the fish 
with which to feed them. These people, in turn, could have made the clothes, boots, 
built houses, etc., which the fishermen and their families so much needed. What was 
wrong with such an economic system that the political parties could find no answer was 
to be answered for me by the study of Loftus’s ‘indictment of our foreign investment’. 

Then came the next problem. If Loftus was right in his findings as to the main 
cause of unemployment, and I was convinced early on that he was, where could I find 
a platform from which such questioning of an economic system, which was now in 
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complete disarray, could be launched? My old friend, Alderman Woodrow, tried to 
convince me that I was working for the wrong party as the Tories were the party of the 
capitalists and that Loftus instead of being a Conservative member of Parliament for 
Lowestoft should be the Labour member, and if Loftus’s belief, as set out in his book 
meant anything they meant we should both be working for the overthrow of a system 
that had brought the nation to such a sorry pass. 

This I could not bring myself to do as I believed free enterprise, i.¢., true capitalism, 
was the very essence of democracy and the path that the Socialists had chosen, that of 
total nationalisation must ultimately lead to a decline in the nation’s strength if the spur 
of competition was removed. Even the rigours of the Communist State will fail to 
replace this competitive spirit that is inherent in man. 

The overwhelming lesson that I learned from Loftus was that “true capitalism” is 
the result of savings out of incomes and profits working with labour to produce “real 
wealth”. I was to find as I read more widely that it was this fundamental belief that 
formulated Adam Smith's thinking as set out in his book — The Wealth of Nations. For 
Adam Smith the issue was fairly straightforward, but as I have shown in the Chronological 
Outline of the Misuse of Money the bankers were slowly, but surely manoeuvring 
themselves into a position of international power which we now see, no one government 
can challenge. 

It is this aspect of economic development and the acceptance by orthodox economists 
of the intrusion of the system of money creation by private bankers that has the people 
at national, local and personal levels forever, and at an increasing pace, attempting to 
meet the tribute of interest payments on the vast indebtedness with which they have 
been allowed to burden the nation. 

In the early thirties a book that was to leave a lasting impression was Sir Reginald 
Rowe's — Root of All Evil. He tells of how as a member of a committee set up after the 
Great War to report on slum clearance he became convinced that under our monetary 
system very little could be achieved. With the result he joined Vincent Vickers and 
others In the formation of the Economic Reform Club. Was this to be the platform from 
which the people could be enlightened as to the results that flowed from our faulty 
monetary system? Alas, no. They claimed that their organisation was to be non-political 
and because they have stayed outside the political fight they have remained unknown 
to the broad mass of the people to whom they should have proclaimed their belief. Even 
under their new title The Economic Research Council to the general public the name 
means nothing. 

These were, indeed, terrible days and our leaders had not the slightest idea as to 
how the world recession could be met other than retrenchment and in spite of Keynes's 
analysis of the problem in the General Theory which showed the opposite was demanded 
we have again resorted to the same failed ‘remedy’ which decimated British industry in 
the 1930's. 

Therefore, in the light of his resignation from the Government, I turned to the 
speech of Sir Oswald Mosley (Hansard 28/5/1930, Column 1348-1372). His address 
to the House stands as one of the most outstanding of modern times and could be 
repeated almost word for word to describe our present plight. 
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Fast moving events brought about by the disastrous breakdown of the monetary 
system and the turmoil that followed throughout Europe made the second World War 
inevitable and as we have seen it left Britain with an immense national debt the bulk 
of which was created by the private banking system; £30,000,000,000. 

Worse was to follow, for although this vast indebtedness was, in the main, incurred 
during the two World Wars, peace by the early 1980's had increased the National Debt 
to the staggering figure of £100 billion pounds £100,000,000,000. [By November 1981 
The National Income and Expenditure in the Blue Book (1982), shows it standing at 
£112,000,000,000 with the interest at £13,088,000,000.] 

As will be seen in chapter 10 — The Betrayal of Keynes, the terrible burden the 
nation now carries in servicing this immense debt could easily have been avoided by the 
acceptance of Keynes's policy of “a somewhat socialisation of credit”. 

We now know as the result of the opening up of Government Wartime papers 
under the thirty year rule that Keynes had foreseen another great danger that would 
threaten the world economy after the war. Fully aware of the damage done to the 
primary producers and to industry of the developed nations as the result of speculative 
buying of raw materials he urged the formation of an organisation which could endeavour 
to maintain some degree of stability in prices thus enabling the producers of raw 
materials to built reasonably stable economies. His choice for the title of this agency was 
the International Commodity Control. 

It can now be seen that had this plan been implemented instead of allowing the 
indiscriminate and reckless bank lending to the developing nations the ever-present 
nightmare of the breakdown of the world monetary system could have been avoided. 

This is indeed, one further example of how Keynes saw that producer-capitalism 
is held in bondage by the money-capitalist. 

At this point I feel that the following letters should find a place in this ‘history’. 
They appeared in The Times (20/5/68) and illustrate the conflict of opinion that exists 
between the monetary reformer and the defenders of the monetary system. My main 
comment upon these extremely important declarations of opinion by these two eminent 
peers is that the bankers in their pursuit of their debt creating activities are essentially 
internationally-minded and because of the apparent inability of governments to exercise 
any real control over the power they wield there develops a situation in every generation 
which leads to the wholesale repudiation of the impossible burden of debt that the 
private banking system has created. 


To 

The Editor of The Times 20/5/68. 
From Lord Boothby. 

Sir, 


Your admirable leading article (Business News, May 17) puts Lord Cromer properly in 
his place. By demanding, in Stockholm, that the control of monetary and financial 
policy should be taken out of the hands of politicians and confided to those of the 
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Central Bankers he has taken us back to the grim world of Lords Cunliffe and Norman. 


We now have on record the pregnant questionnaire addressed to the Treasury and the 
Bank of England by Churchill when he became Chancellor of the Exchequer on the 
advisability or otherwise of our return to the gold standard at the pre-war parity of 
exchange in 1925; and the puerile replies of Norman and Sir Otto Niemeyer. Norman 
and Niemeyer won the battle. With what result? A General Strike in 1926, followed by 
a prolonged and disastrous coal stoppage; and massive unemployment for the next 15 
years. 


In February, 1922 (1932), Churchill was moved to write to me from New York: “I have 
gone the whole hog against gold. To hell with it! It has been used as a vile trap to destroy 
us ....Surely it will become a public necessity to get rid of Montagu Norman. No man 
has ever stultified as he has in his 14 years’ policy.” 


Alas, it was too late. Norman continued to encourage the City to pour money into 
German municipal bonds (subsequently repudiated by Hitler and his [Norman's] pal 
Schacht) money which was denied to British Industry for the purpose of economic 
growth which Lord Cromer now derides “as completely discredited.” 


At the same time the virus of deflation continued to be assiduously spread by the 
Central Bankers of New York, London and Berlin. (until they were smashed by Roosevelt 
in summer of 1932). 


Bruning fell a willing victim to it under the deplorable influence the Dr. Sprague, 
emissary of the Bank of England; and the result was six million unemployed in Germany 
upon whose back Hitler climbed to power. 


We want no more of this. We want no new “European Monetary Board” to follow 
monetary and financial policies in the teeth of governments. 


Nor do we want “free capital movements”. What we need is the purposeful direction of 
capital investment, here and overseas. 


Fortunately, Lord Cromer, the Central Bankers are at long last learning how to cooperate 
with each other, and the governments to which, in the final analysis, they owe allegiance, 
not disloyalty. They are beginning to discover their proper role in the monetary system 
of the modern world, which is now gradually emerging. 


And they had better stick to it because, when all is said and done they were primarily 
responsible for the Second World War. 


Your obedient servant, 


BOOTHBY. House of Lords 
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To the Editor of The Times. 

From Lord Boothby. 

Sir, 

May I correct a small slip in my letter of yesterday. The letter which Churchill wrote 


to me about gold and the Governor of the Bank of England was written in February, 
1932, not February, 1922. 


Your obedient servant, 
BOOTHBY. 
House of Lords 


Here follows Lord Cromer’s reply to Lord Boothby, — bearing in mind that, the first Earl 
of Cromer was born Evelyn Baring of the Baring banking dynasty: 


To the Editor of The Times. 
From Lord Cromer. 


Sir — That you should have devoted your editorial Business News, May 17, 1968, to 
disparaging certain tentative proposals I put forward in the course of my lecture to the 
Per Jacobsson Foundation, the text of which was made available to the press, would 
appear, not surprisingly, to have confused some of your readers who had but the glancing 
of your news column on which to rely to base their own judgements, as opposed either 
to the text or an objective precis of the theses which were being put forward. 


It would appear from your correspondence column of May 20 that Lord Boothby was 
one reader at this disadvantage. While his reminiscences of bygone days may be of 
interest, his conclusions can scarcely be accepted without demur nor for that matter can 
his comments be regarded as relevant to the present situation. Certainly any return to 
a traditional Gold Standard (be it at a parity of 10 years previously or 35 years previous) 
forms no part of contemporary debate. 


The sweeping allegation made by such a distinguished political figure as Lord Boothby 
that the Central Bankers were primarily responsible for the Second World War, a 
contention highlighted by your sub-title in heavy type, is surely typical of one of the 
causes of widely (held) disillusionment in politics. If Lord Boothby is referring to the 
rise to power of Hitler culminating in the Second World War, surely it was the collapse 
of confidence in money in Germany and the destruction of savings of the masses of 
German people that created Hitler’s opportunity: A condition imposed on Germany not 
by bankers but by the reparations demanded by Governments. 


In his condemnation of “freedom of capital movements” one can but wonder if Lord 
Boothby includes the many new factories, new skills and new jobs which have come to 
the United Kingdom (and particularly Scotland) in the post-war years solely as a result 
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of freedom of movement of capital from other countries. Such a traffic must of necessity 
flow in both directions or wither away. 


Lord Boothby concludes by welcoming the cooperation that exists between Central 
Banks today; cooperation which was initiated by Lord Norman who he condemns so 
soundly. It would be self-deceiving, however, to believe that such cooperation (i.e., inter- 
Central Bank loans and credits) creates anything more than sufficient time for 
Governments to regain control of their own financial affairs; Central Banking cooperation 
would swiftly collapse were there to be repudiation or default on fulfilment of mutual 
obligations. 


The danger that exists today is that continual debasement of money could lead to an 
excessive decline in confidence in money. If prices rise between 2 and 3 per cent per 
annum, savings lose one quarter of their value in ten years — savings essential to 
government and industrial projects alike. The aim of the proposals I have put forward 
is to avoid the inevitable consequences of continuing debasement of money and the 
devaluation of savings. Far from a despairing plunge, to use the words of your editorial, 
my proposals could achieve a step forward towards monetary harmony. The answer to 
the monetary problem, as is widely recognised internationally, has continued to elude 
the existing international bodies to whom you so rightly pay tribute; they have achieved 
much in other important fields. I am unrepentant in my belief that mankind is best 
served by honest money in his proper pursuit of wider sustainable prosperity. 


I remain, Sir, 
yours faithfully, 
CROMER. 
House of Lords. 


Thus the argument between these two conflicting views, presents, to use Lord 
George Brown's words when discussing the worsening of the monetary crisis, on B.B.C 
News at 10 pm 26/6/1972 “a crisis for democracy”. As Lord Cromer claims: 


“The danger that exists today is that continual debasement of money could lead to an 
excessive decline in confidence in money.” 


Lord Cromer should be well aware as to why this danger exists as he speaks for the 
very system that has the power to create these vast sums of paper money and near 
monetary instruments which are rapidly approaching the point of worthlessness for the 
reasons we have seen; the refusal of the workers and industry to produce real wealth to 
meet the increasing demands of this fraudulent money. 

Once the possibilities of the policy of curing unemployment that Keynes was 
advocating in the mid-1930’s; that of government deficit spending was seen by the 
banking system it would be inevitable that we would enter a period of increasing 
inflation and the only reason, in my view, why runaway inflation as we are now embarked 
upon did not get under way much earlier was because the bank rate was pegged at 2 
per cent and held it in check. 
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In Modern Capitalism by Andrew Shonfield we find this statement on page 224: 


“The big discovery of the post-war period was that contrary to the view widely held in 
the 1930's the bludgeon was not the sole or most selective instrument of economic policy 
— Keynes with extraordinary prescience pointed in the 19203 to the chief element in 
economic policy which have been responsible for the recent great change. 


Writing in The End of Lassez Faire about the miseries of business expressions, he 
said: 


“I believe that the cure for these things is partly to be sought in the deliberate control 
of currency and of credit by a central institution and partly the collection and 
disseminating on a great scale of data relating to the business situation... These measures 
would involve society in exercising directive intelligence through some appropriate organ 
of action over many of the inner intricacies of private business, yet you would leave 
private initiative and enterprise unhindered.” 


If I understand Shonfield correctly he is saying is that today the Government has 
control of the money supply and that Keynes had pointed this out as being the cure for 
the “miseries of business depressions”. Shonfield then goes on to observe that... 


“It bears saying again how much more profound was the Keynesian vision of control 
through a combination of financial pressures and improved economic information than 
the socialist formula — What Keynes did not envisage, however, was the problem of 
almost continuous boom-control”. 


I use these quotations as examples of what I consider typical of the way in which 
orthodox economists have misled the layman as to Keynes's clearly stated views as to 
what would be necessary for the condition of near-full employment. Keynes conceived, 
as we have read, that a “somewhat comprehensive socialisation of investment” would be 
necessary to achieve this desirable objective, but what he also made perfectly clear was 
that, in order to do so, this new money should always come into existence at a near- 
zero rate of interest. 

I have tried to show that Keynes's thinking on the problem of unemployment led 
him time and time again back to the part played by interest payments and, therefore, 
the need to control currency and credit. Otherwise, if it is not controlled the resulting 
excess supply of money must lead to an excess of interest payments, and with interest 
payments compounding at 5 per cent this will, therefore, double the capital sum in 
under 15 years. This is basic to the understanding of the cause of inflation and my 
contention is, that, because “money is created out of nothing” by the banking system 
and that the interest payments on this fictitious money become a demand on the 
producers of “real wealth” a situation builds up every generation or so in which the 
rentier’s demands become insupportable thus leading to rampant inflation and the 
eventual destruction of the value of real savings, which is the only true capital along with 
manual skills in the whole exercise. 

In other words, true savings are being destroyed every day to maintain the fiction 
that bank created money is real wealth. 

Therefore, as Ricardo concluded, new money should be created by the State, and, 
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created free of interest payments. In doing so it would save the people from being taxed 
to pay the interest on the new money if it had been created by the banking system. As 
Karl Marx showed, there would be no rate of interest if all the capital was in the hands 
of the industrial-capitalist and not the money-capitalist for, to re-quote him: 


“It is only the competition between these two kinds of capitalists which create the rate 
of interest”. (Capital, Vol. 3, p. 370). 


As I have tried to show in Chapter 3 on Marx, it was at this point that Marx 
confused his case against capitalism as the result of his researches into the real world of 
money and what he failed to see was that Ricardo’s Plan for a National Bank would have 
brought about such a situation. We find that Keynes in his General Theory had arrived 
at a somewhat similar solution to our economic ills as the one devised by David Ricardo. 

And so, we see that the economists and the politicians, eagerly assisted by the 
bankers, seized upon Keynes's solution to the problem of unemployment; that of deficit 
spending, but failed to implement the monetary reforms that Keynes considered necessary 
if we were to avoid a destructive inflationary situation developing. 

We are now entering the second generation of his time scale for the disappearance 
of the rentier aspect of capitalism, but we find instead the opposite forces at work 
stronger than ever. The fantastic expansion of the Eurodollar market illustrates this all 
too clearly and it should be crystal clear to our politicians that to allow the international 
banking system to pump such vast sums of money into existence must lead to rampant 
inflation. Yet, in spite of the fact that governments rather belatedly, armed themselves 
with the necessary safeguards to combat the international bankers’ threat to the stability 
of their currencies they failed to do so as the growth figures show. 

Possibly it can be shown that the attempts they have made have checked what 
could have been an expansion on a far more disastrous scale. 

My view is that the power of money under the present system of its creation is so 
great that it affects the thinking of our elected and unelected administrators in their 
everyday decisions and if they give any serious thought as to where it is all leading they, 
no doubt, dismiss it from their minds as they see in it an end to the positions they 
currently hold. It is this entrenched position that the money reformer seeks to change 
before it is too late. 

As we have seen, the corridors of power leading to the seat of decision — Parliament, 
are well and truly thronged with peers of the realm, baronets and knights. When we 
examine the ‘seat of decision’ we find irrespective of which political party has formed 
the government some of the key posts that influence policy making and decisions will 
be occupied by bankers. 

The government of 1972 and the one previous show examples of this. This fact 
could possibly throw some light on the resignations from the Labour Party’s Shadow 
Cabinet over the danger of defeat of the government's Common Market policy. 

It was generally recognised that the City was pretty well 100 per cent for entry into 
the Common Market and as we would expect from the success they had had in the 
Eurodollar field the dizzy prospect of an expanded Common Market and the opportunities 
for bigger versions of the Eurodollar, not to mention the rich pickings for their expertise 
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in the field of take-over bids, must not be put in jeopardy at this crucial moment by 
an extremely small majority of votes. It would, therefore, seem no coincidence that one 
of these vital votes would be that of a banker. 

In the confusion that besets the minds of all strata in society on this vital subject 
of the money supply, one can hardly blame the bankers and the web of money 
manipulation which they make possible. 

After all most people strive to make money and surely no quicker and easier way 
has ever been found than when the bankers discovered that they could create money out 
of nothing. The blame lies, in my view, at the door of the professional economists who, 
in the main, never seriously question the results of bank created money. 

A study of Sir Roy Harrod’s ‘ Treatise on the Subject of Money’ published by Macmillan 
in 1968, is, again, typical of the orthodox economist’s approach to this all-important 
subject. On the dust jacket we are informed that he has written it is ‘a standard treatise 
on the subject of money’ and should prove useful both in universities and also others, 
who feel the need to ‘acquire a deeper understanding of the processes and the problems 
that underlie current discussions and controversies about money matters’. 

We also learn that Sir Roy Harrod was principal tutor of economics at Christ 
Church, Oxford, from 1923 until 1967. We can, therefore, safely assume that a great 
number of students graduated to positions of power in the affairs of the nation without 
any critical examination of the problems raised by the way money comes into existence 
and the uses to which it is put by intermediaries in the world of finance. If one accepts . 
Harrod’s book as a ‘standard treatise on the subject of money’ one will be somewhat 
better informed, but, non the wiser. 

The impression I am left with is that it is more of a history of the incredible and 
well nigh beyond belief state of affairs in which we find the international monetary field. 
I find Andrew Shonfield’s — ‘Modern Capitalism’, also reinforces my impression of the 
economist's presentation of the subject of money. 

As Harrod himself says in his preface — ‘in this volume I have sought to translate 
into book form the contents of a course of lectures that I have delivered in Oxford 
University for more than forty years’- but anyone reading Harrod’s Money would never 
be aware of the existence of the real world of money and what happens to it in the hands 
of bankers and financiers. 

What Harrod and so many eminent academic economists do so well is the 
presentation of the attempts on the part of the authorities over the past fifty years or 
so to find ways of averting the ever-present threat of a world monetary breakdown 
caused by the insatiable debt creating activities of the international banking system. 

If half as much time had been devoted to informing us of the activities of the 
bankers that have led to the free world’s fear of an economic collapse we would then 
have had a book which could claim to be about money, but what Harrod has written 
is just another ‘standard treatise on the subject of money’. 

I trust my comments on the following quotations from Harrod’s Money will take 
the reader to the book so as to compare the orthodox economist’s presentation of the 
problem of money with that of the monetary reformer. 
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We are introduced to money as a measure of value and as such should be constant 
and Harrod goes on to say that: 


“One would think this would be a most elementary objective of policy. It is a strange 
fact that afier so many centuries of experience in so many countries man has not yet 
succeeded in providing for himself a money with a stable value.” (Ibid., p. 4.) 


The monetary reformer could accept this proposition as the essence of their case. 
Mankind has never been in the position to exert his wishes and hopes for a stable 
currency simply because the history of money shows that the power it holds has always 
been manipulated by those who create it. It is the cause which I have tried to show and 
runs through every page I have written: the supremacy of kings and then after 1694 the 
supremacy of bankers. 

The mind, being ever prone to believe what it wishes to be true, Harrod puts it 
this way... 


“When the Bank of England was founded (1694) it was authorised to issue notes. The 
purpose of worthy men of repute was to lend money to William III, since the Stuart 
monarchs, who preceded him, had acquired rather a bad reputation in their monetary 
dealings”. (Ibid., p. 25) 


This radiant halo given to these men who, subsequent history shows, laid the 
foundation of such bad monetary dealings that would, indeed, in comparison, put the 
Stuarts in the position of the office boy fiddling the petty cash. As William Cobbett 
rightly pointed out, their task was to mortgage by degrees the whole country, all the 
land, property, wealth and labour, mortgage being a most appropriate term. I am 
reliably informed by Ken Palmerton,! an exiled Jersey man, that the term is taken from 
the two Norman French words, ‘mort’ as in death, and ‘gage’ as in grip, i.e., Death-Grip. 

As I have tried to show the temptation to debase the currency is the real cause of 
our economic tribulations, hence the impossibility of achieving a ‘money with a stable 
value’. 

After a description of money and debasement and Queen Elizabeth's action proving 
that Gresham’s Law need not be tolerated, Harrod asks ~ “who will arise to check our 
modern type debasement?” (Ibid., p. 8) 

Certainly, it seems, we cannot look in the direction of the orthodox or conventional 
economists and the present political toleration of the banking system for any attempts 
to control the scandalous way money and its near substitutes are allowed to come into 
existence. 

Harrod opines — “the penalties would not need to be so severe” referring to Queen 
Elizabeth's edict that those not complying with her orders should be “hung, drawn and 
quartered”. 

But, I would suggest, in the event of a major monetary collapse this would indeed 
be a merciful end compared to the horrors of the Socialist State as portrayed by George 
Orwell: 


We are then introduced to — ‘Notes and Bank Deposits’ and the description of the 
deposit of gold and the use of its receipt to pay debts, i.e., bank notes, and goes on to 
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say — “Indeed, it must do this if it is to earn any interest and thus pay its way” 


(Ibid., p. 24) 


Under the heading — ‘Bank Deposits’ (Ibid., pp. 32-38) we find a concise description 
as to their true meaning, but to most people I have discussed this subject with it means 
the money which people have deposited at the bank and is that which bankers lend to 
borrowers on payment of interest, but this is demonstrably not the case. 

It is the aspect of the bankers’ privilege as creators of new money and the constant 
search by them or their financial colleagues for borrowers to pay them interest on the 
new debts they create which raise the problems that Harrod describes with such clarity 
in chapter II as to how the International Institutions are constantly striving to stave off 
another Great Crash and its inevitable world-wide depression. 

As I have pointed out, central to the whole problem of a stable currency is the 
question of interest payments and Harrod informs us that “Keynes was a firm believer 
in the importance of money and a passionate advocate of monetary reform”. 

We have seen above that the four quotations from his General Theory leaves us in 
to doubt whatsoever that until the State takes to itself the creation of money there can 
be no control over the perpetual demand of interest payments on bank created debt. 

In this context we find Harrod has this to say: 


“One advantage in holding interest rates down was that it contained the service charge 
that would be due on the National Debt when the war was over, thus reducing the 
burden on the taxpayer.” (Ibid., p. 240) 


If this statement is true, and I am convinced it is so, then logic would say as Keynes 
concluded in his General Theory (pp. 375-5) that interest on capital could be reduced 
to a low level, but it could mean the end of the exploitation of the scarcity value of 
capital and the euthanasia of the rentier aspect of capitalism. What a difference it would 
have made to the misunderstanding of the monetary problem if Keynes had stated in 
this context — ‘bank created money’- instead of capitalism. 

It is this misuse of the word ‘capitalism’ which I consider to be one of the major 
stumbling-blocks to the understanding of the problems that beset industry and commerce. 
When ‘true-capitalism’, the savings of the people, or profits made by their joint efforts 
in the production of real wealth, is seen to be in their interest we shall then enter a 
period of price stability. 

Therefore, central to the problem of inflation and unemployment are the interest 
rates and payment on bank created money which has usurped the rightful place of true 
capitalism, The question thus posed is, how can true capitalism save itself from passing 
into the complete control of the banking system with the immense power that bank 
created money gives to it? 

As we have seen, this money is created on a very narrow base which consists of 
their customer’s cash, i.e., non-interest bearing deposits to about a ratio of ten times, 
therefore, as William Paterson saw this new money is virtually “money out of nothing” 
from which the bankers derive the “benefit of interest”. 

It can, therefore, be seen that this bank created money is actually the property of 
the nation which if issued by a state authority would come into existence free of interest 
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payments in the same way as the nation’s legal tender money, i.e., (MO) cash and bank 
notes. Thus all money borrowed for whatever purpose would be free of interest payments 
subject only to a service charge payable through the bank and included in the amortization, 
of the loan over an agreed period. People’s savings could then be invested in stocks and 
shares of the nation’s industry and commerce. The banks would have a special department 
to cater for the buying and selling of shares for which they would be remunerated in 
the same way as they are for the many other services they offer to the public. This basic 
reform would, therefore, inaugurate an interest free economy and bring about the 
situation that Keynes visualised on page 376 in his General Theory. 


“The euthanasia of the cumulative oppressive power of the capitalist to exploit the 
scarcity-value of capital.” 


It is a terrible condemnation of the so-called capitalist set-up that the producers 
of real wealth are constantly under threat from the printers of paper instruments which 
pose as money. 

It is said that at the present rate of takeovers another decade will see the country 
near the monopoly of about twenty great companies. My comment here is that the lust 
for power and bigness will have done two things. First, because of their monopolistic 
power a Socialist government will contend they must be nationalised to protect the 
interests of the people. Second, this false capitalism supported by the middle classes will 
have eliminated true capitalism, i.e., the thousands of small traders and manufacturers 
that go to make up the middle classes. In other words, the Tory Party, the party of 
capitalism, has aided and abetted in a situation which will have solved the problems that 
a Socialist government would have been confronted with if they attempted to eliminate 
the large numbers of small traders by direct nationalisation. 

The validity of the claim that takeovers make for higher efficiency and profits has 
been subjected to an extensive examination by Ajit Singh contained in his ‘Takeovers 
published by Cambridge University Press in 1971, and was discussed in Lloyds Bank 
Review for April 1972 by Professor W. B. Reddaway and to quote from the review: 


“(it) is based on a comprehensive study of all takeovers during the years 1955 to 1960 
of companies quoted on the Stock Exchange”. 


I would urge any student of the economic and monetary scene to study the 
evidence presented which, in my view, points to one of the reasons as to why British 
industry has performed badly, i.e., the fear of being taken over and the upheaval attendant 
on the take-over. Professor Reddaway in conclusion has this to say ..... 


“There are various statistical factors (discussed on page 164 of the book) which might 
mitigate the harshness of any verdict based on these figures, but they still leave the 
presumption that profits will decline rather than rise.” 


How can legitimate industry and commerce safeguard themselves against such a 
system? In my opinion, under the present rules, it cannot. 

Let me give an illustration of the unequal struggle by quoting from an article that 
appeared in The Sunday Express, May 11, 1969. 
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“From £5 to £1,000,000 in seven years.” 


It is the story of Gerald Caplan whose newly bought business was not making the 
headway he hoped — indeed his first week’s turnover was £5 and in Caplan’s own words: 


‘At the time the law was such that anyone who was dealing in money had either to 
be a licensed money lender or had to prove he was running a bona-fide banking 
business....and no one could pretend my new company — London and County Securities 
— could be a bank when it was only doing £5 a week business” 


In May 1969, London and County Securities first Stock Exchange quotation shows 
that net assets have grown from £20,000 to £830,000 in the last seven years and deposit 
accounts £9,000 to £1,400,000. Its pre-tax profits from £1,000 to a forecast of £180,000 
next year and the market believe the group may start with a valuation of around 
£2,500,000. Caplan at the age of 28 decided that to make money one must be a banker 
and this he achieved by getting a money lender’s licence and borrowing at high interest 
rates, then finding those in need of capital who were prepared to pay even higher rates 
of interest. To the concerned monetary reformer, this example represents just one of the 
hundreds of similar cases throughout this world of reckless money creating. 

The cardinal point in our search for the real cause of inflation is that Caplan, like 
so many of his kind, produce no real wealth, but is now in a position to create monetary 
instruments which become, through interest charges, a burdensome demand on the 
producers of real wealth. 

It is, as all past monetary history has shown, these sorts of financial activities by 
‘impostor-capitalists’ like Caplan, which have always resulted in a monetary crisis, and 
it is an odds-on certainty, that within the next year or so that history will once again 
repeat itself. 

To return to Roy Harrod and his chapter on “International Institutions” ... we find 
a depressing picture of the continuing attempts to shore-up an increasingly dangerous 
monetary situation during the past forty years or so. 

The crisis has forced us onto a floating pound and, as J write this June 27, 1972), 
it illustrates quite clearly that time is running desperately short for the free world to put 
its monetary affairs in order. Well might Allan Osborn, The Daily Telegraph's Washington 
correspondent, report (27.6.72) that “the feeling has grown in Washington that a monetary 
crisis may be near”, but where Lord George Brown stated last night that “this is a crisis 
of democracy”, I would say that this is a crisis for democracy. 

For if democracy means anything then it should have control of the creation of 
money. Therefore, the crisis for democracy means a complete re-thinking of the purpose 
of man’s production of real-new-wealth. 

It was astounding to hear on the B.B.C’s 10 p.m. news (26/8/72) the view of 
Mr. Geoffrey Bell of the merchant-bankers Schroder Wagg when asked as to what he 
thought of the decision to float the pound. He thought that governments were being 
forced to take this sort of action in defence against the massive movements of short term 
capital which, threatened their currencies and that there could be no stability until an 
answer to this problem had been found. 
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Here then we have it from the lips of one of the ‘Sorcerer’s Apprentices’ for he 
speaks for the privileged group of men who have this power to create paper money and 
having created too much now find that governments are being forced to close “the flood 
gates to keep out this deluge of unwanted money.” 

And so, we find Sir Roy Harrod’s following comment on a study group under the 
chairmanship of S. Ossala and its report to the I.M.E in 1965... 


“It is hard to believe that, in the case of something so fundamental as money that the 
whole world has to use a very tortured scheme will have much longevity’. (Ibid., 
p. 288) 


Quite so, and this is the charge that can be levelled at all the past attempts to make 
this fraudulent money acceptable. 

Therefore when we read the following statement by Sir Roy we draw near to the 
solution of the stability of a national currency, but not until the creation of the money 
supply is by the State, and not the banking system, can stability be achieved. 


“Stable prices should be achieved by ensuring that aggregate demand for goods and 
services is so regulated by the authorities, by means of monetary and fiscal policies that 
the price levels of goods and services remain stable in consequence.” 


But although orthodox economic thought resolutely refuses to accept, or far as I 
am aware, even discuss this vital factor to the solution of the problem of the instability 
of prices we find that Harrod in common with a great deal of present thinking now 
seems convinced that to hold down inflation we must resort to an incomes policy and 
as I have pointed out the workers are not likely to accept such a method of dealing with 
a faulty monetary system which assures a flow of their increased production of ‘real 
wealth’ to the creators of increasing paper money indebtedness. This is the crux of the 
growing bitterness between workers and the authorities. 

As Harrod so rightly puts it: 


... “This may seem to some to be a dreary prospect namely having to struggle year afier 
year in the implementation of a very complicated policy, without perhaps complete 


success.” 
finishing the sentence with these words... 


“The need for an incomes policy will be permanently with us, until some alternative 
device is thought of” 


I feel sure my reader will agree with me that this would indeed be a frightening 
prospect for the future, but, as I have endeavoured to show there is an alternative device. 
The question posed for democratically elected governments is, can they meet the challenge 
of international banking before it is too late? 

As John Maynard Keynes points out in the Preface of his — A Tract on Monetary 
Reform: 

“One is often warned that a scientific treatment of currency questions is impossible 

because the banking world is intellectually incapable of understanding its own problems, 

If this is true, the order of society which they stand for, will decay.” 
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We are, therefore, confronted with growing confusion and if variations on a theme 
of an incomes policy is all that orthodoxy can offer, the future looks very bleak indeed. 

My last comment on Sir Roy Harrod’s — “Money” is to try to show the confusion 
of thought on the creation of the Eurodollar with which he deals as a separate subject, 
but before we look at this if we turn to page 341 we find that the following is shown 
as the objection that countries have to the dollar as an international currency... 


“that there seemed to be something wrong with a system, the essential working of which 
involved the rendering by other countries of real goods and services to the United States 
year by year, in exchange for bits of paper which had cost that country very little to 
print. The issuers of paper money gets 100% seigneurage profit, which is far more than 
the grand seigneurs got in medieval times’. 


This particular quotation I found irresistible, because it epitomises what this ‘history’ 
seeks to illustrate; the immense and unaccountable power the banking system derives 
through its ability to create new money at will, anywhere and at any time. 

We return to Sir Roy Harrod’s chapter on — Eurodollars and we find this outrageous 
endorsement of trans-world piracy: 


“But in the matter of the international capital market, hats must be taken off to the 
marvellous achievement of private enterprise.....The bringing together of demand and 
supply is mainly across national frontiers and therefore transcends what is done by 
national commercial banks in the ordinary course of their business.” (Money, p. 321) 


In other words the triumph of international banking over national interests! 

Thus we see by the two examples quoted above the terrible tangle of monetary 
thinking brought about by allowing the banks to continue in their money making 
activities. 

In the case of the Eurodollar it was the United States dollar held by private 
individuals in Europe that formed the base for the birth of the Eurodollar and its rapid 
expansion which is just one of the many variations by which the bankers find outlets 
for the money they create. 

We now see the results of their search for borrowers in the plight of the developing 
countries and the frantic attempts on the part of the monetary authorities to prevent 
wholesale default of repayments. 

If we take the first of the above quotations we find that countries object to the 
dollar as an international currency because they are sending real wealth to America in 
exchange for “paper dollars.” Therefore, it should be elementary common sense that 
these paper dollars can only be of real value if they are exchanged for American goods 
or services (direct or through another country), but we all know that this means selling 
more American goods in Europe and this in the terms of present monetary and economic 
thinking would lead to unemployment. Yet, the so-called German and Japanese “miracle” 
simply resolves itself into the fact that they have sent “real wealth” to the U.S.A. in 
exchange for “paper dollars” which, as we have been told, cost very little to print thus 
resulting in a 100 per cent profit for the issuers, but at the cost of high unemployment 
and the effects on the moral fibre of those, who as a result, become unemployed. 
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The question that now arises is, why don’t the Americans protect themselves against 
the great flood of imports that lead, inexorably, to further unemployment? Once again, 
and predictably, it is the same answer that Loftus found in 1931 to be the Main Cause 
of Unemployment in Britain; foreign investments. 

And so, America’s vast overseas lending means that the only way the interest on 
these loans can be paid is by accepting the goods manufactured by Germany, Japan and 
others. 

This simple example is a stark reminder of how the slightest attempt on the part 
of America to protect herself against a worsening of her unemployment situation could 
bring about a world-wide slump. 

It is my submission that this will prove inevitable as long as governments choose 
to remain passive and refuse to control the growth of national and international 
indebtedness brought about by finance, aided and abetted by bank creators of money 
erecting ever more complex structures for the creation of debt and to disguise its 
obscene, anti-human consequences. 

It is the use of these unwanted dollars in Europe and renamed the Eurodollar 
which has led to these “massive movements of short term capital” which threaten the 
stability of the free world’s currencies. 

Therefore, after reading Harrod’s treatise on — Money I turned to his book -— The 
British Economy (McGraw-Hill, 1963), in search of a possible clue as to the Cause of 
Inflation, but, alas, as with all orthodox thinking on the subject of money the all 
important part that banks play is never seriously questioned. For instance, how can 
Harrod reconcile his hat-doffing eulogy to the “marvellous achievement of private 
enterprise” and the Eurodollar, with the following: 


“There is one solid economic fact that, although one may borrow money and leave 
behind a National Debt one cannot mobilize the real resources of the future.” (The 
British Economy). 


In other words money created in excess of production must lead to inflation. 
In my quotation from ~ Money, Harrod writing about the Eurodollar states 


“Economists have not yet succeeded in relating its functions and effects to a theoretical 
framework.” 


That was written in 1969. However, if economists had not succeeded in relating 
its functions and effects by then, by now it should be abundantly clear to all of them 
that this so-called “marvellous achievement of private enterprise” is an on-going 
unmitigated disaster for all the free world’s currencies. 

The following statement by Harrod sums up the situation as accepted by orthodox 
economic thought... 


“The British economy and way of living depended essentially on the position built up 
by the cultivation of overseas markets and the extension of overseas investment over 
many decades, and indeed centuries.” (Ibid., p. 10) 


It is this fallacy of exporting on credit which has led to the supremacy of banking 


312 THE OTHER ROAD TO SERFDOM 


and international finance and the piling up of world indebtedness which will prove to 
be insupportable. In other words, a continuation of the mercantilism which Adam 
Smith sought to show was so fundamentally wrong for the well-being of the nation. 

The fact that it has been in operation for “many decades and indeed centuries” has 
not sanctified a system which denies the people the benefit of that which they produce 
and finance in pursuit of a favourable balance of trade throw the nation’s into periodic 
turmoil in defence of their currencies. 

Thus, this myth of achieving a surplus in trade by exporting on credit has led 
Britain — the first in the field — followed by the U.S.A. into the complexities of 
international indebtedness and in the same way as Loftus demonstrated — refer to my 
introduction — where vast quantities of this ‘real wealth’ were literally given away to the 
detriment of generations of British people. 

Likewise, the Germans and the Japanese have fallen into the enticing trap of 
mercantilism which Adam Smith had shown in his ‘Wealth of Nations’ could only be 
resolved by the freedom of trade and this, as he demonstrated, meant the near-equal 
exchange of goods between the nations for the betterment of all and not the few who 
gained by the investment abroad of the surplus balance of payments achieved by the 
surplus of exports. 

Sir Roy Harrod poses the question as to how free-enterprise countries can avoid 
the problems of growth and an unfavourable external balance of payments: 


“in the best way that satisfies the principles of good-neighbourliness”. 


This will prove impossible to accomplish because unregulated bank created money 
and financial paper instruments are increasingly enmeshing the nations in immense 
indebtedness which can only be wiped out by inflation. All history shows that this has 
always led to great social upheavals. 

Keynes showed quite clearly in the Conclusion to his General Theory that the 
teform of the monetary system would be necessary to solve Harrod’s problem. 

Moving on to page 25 of Money we read Harrod’s condemnation of the British 
authorities and their attempts to fight off the speculators by a massive devaluation in 
1949 from $4,00 to $2.80 to the £1. This meant that imports were to cost us in the 
course of twenty-one months the massive increase of 66.3% per cent. 

This is the price we had to pay, and we still have to pay in spite of the so-called 
floating pound, in our attempts to fight off the predatory speculators. 

What is so alarming is, as Harrod points out, that exports were rising up until 
1949 and that devaluation was “not clearly needed”. Its beneficial effect was short lived 
and this so-called ‘beneficial effect’ in the volume of exports which entailed much sweat 
and toil for the British producers was largely lost by the deterioration in terms of trade, 
the direct and inevitable consequence of devaluation. 

Therefore, once again, the efforts of the British people were sacrificed to the money 
manipulators. 

Harrod puts it this way: 


“Germany after her defeat in the Great War was let off lightly in the battle to export 
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to pay reparations compared with the drain of exports, i.e., the austerity that Britain 
shouldered to maintain the value of sterling, and balance of payments.” 


This is the terrible story of the continuing sacrifice the British people have made 
in the name of ‘sound finance, prudent banking, and international investment’. 

Even during those years of high unemployment after the Great War and the 
squeezing of the living standards of millions of British wealth creators the financiers 
succeeded in exporting £850,000,000 of ‘real wealth’ as investment abroad thus denying 
the nation of the contra importation of ‘real wealth’ which would have raised their 
standards of living in real terms. 

As Paul Einzig puts it “this was achieved at the cost of immense suffering”. 

Harrod tells us that he tried to show in 1947 that Britain was “trying to do too 
much” by way of investment and not enough “by the way of consumption” for the 
workers and as he points out this would have entailed a strict control of investment, but 
this view was opposed by Conservatives as well as Socialists. (Jbid., pp. 47-48) 

Pushing on in search of clues for the causes of inflation (or perhaps, should I say, 
the reasons why it has not been dealt with in spite of the fact that the cause is already 
well known) we find Harrod, echoing Ricardo, where he admits that: 


“low interest rates saved the taxpayers of the future a vast amount of money.” 


for he shows that at the end of the First World War the National Debt was about 
£8,000,000,000. with an annual interest charge of £320,000,000; after the Second 
World War the National Debr had risen to about £26,000,000,000. and the interest 
charge was only £500,000,000 and observes... 


“if the last war had been financed at high interest rates as the First World War the 
burden of debt would have been crushing” and assumes ‘some large scale capital levy 
would have been necessary or even worse, some currency reform.” 


Precisely, for what Harrod is saying here goes right to the heart of modern man’s 
economic ills: unregulated bank created money and the ruinous, perpetual haemorrhage, 
through interest payments. It would indeed have been of great interest to hear Harrod 
debating this point with J. Penn and Penn's view of Harrod’s ‘wrong-headedness’ on this 
subject. 

If the above were Harrod’s thoughts in 1963 one wonders what they would be in 
light of the figures for the Nation's Debt in 1974 especially as interest rates are thrusting 
ever upwards? 

Harrod tells us of Keynes's influence on some members of the Labour Party with 
his argument that the business cycles could be ironed out by the control of investment 
in certain important industries but what he does not tell us is how strongly Keynes was 
against the total nationalisation of industry and how he argued that all that would be 
necessary was a limited “socialisation of investment” until interest rates were at near- 
zero, which, indeed, was Ricardo's case for a State Bank. 

The socialists will not accept Keynes's findings that nationalisation is not the 
answer to that which is a monetary problem and not an economic one. The Tories have 
also turned a blind eye on Keynes's near-zero interest rate concept, as they know that 
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the real power of investment is that conducted by private banking and finance and that 
near-zero rates of interest would mean the end of this private, fraudulent process of 
creating the nation’s money-supply, which, as we have noted, increasingly exposes the 
producers of real wealth, i.e., productive labour and industry, to the control by the 
bankers and their proliferating off-shoots of money lending. 

The following statement of Harrod’s was, indeed, the basis for the foundation of 
the Bank of England, but as William Paterson saw from the position it would occupy 
its main power would stem from the interest payments it could demand from the money 
created ‘out of nothing’, which is precisely what it did. 


“The Bank of England was founded in 1694 as a Bank of Issue to hold the government 
account, and to advance money to the government from its subscribed capital.” (Ibid., 
p. 87) 


From this ill-fated decision by Parliament to allow private individuals to create 
money there has grown throughout the world an intricate and all-powerful system 
which we call banking. Therefore, because it can conjure legal tender out of thin air, 
money which constitutes a legal demand for real wealth it is not to be wondered at that 
we have seen such an enormous growth of new banking organisations and that their 
great privilege finds no difficulty in attracting politicians from the Right, Left or Centre 
to safeguard this privilege from which the curse of inflation springs. 

Thus in the destruction of these worthless paper claims through the process of 
inflation the value of genuine hard earned savings of the people will also be destroyed. 
That is the price the public must pay for this folly and the trade unions have made it 
clear that they will do all they can to avoid a deflationary policy to maintain the value 
of this vast bank-created indebtedness. 

The whole of Harrod’s chapter on the Monetary System is a concise description 
of the fantastic muddle that the nations of the free world have become involved in 
simply because the bulk of the national money supply is in the misanthropic hands of 
a private banking network and not those of a responsive, reliable State authority. 

Sir Roy Harrod describes quite clearly what this overwhelming power is that these 
groups of private individuals wield. In this particular instance he is talking of the effects 
of Special Deposits. 


“What was the effect of these operations? The Banking Department was enabled to 
enlarge its holdings of government securities by some £220,000,000 without increasing 
the cash basis, or the availability of credit in the country at all. If it had made these 
purchases without requiring Special Deposits, then the cash basis of the deposit banks 
would have increased by £220,000,000 and the deposit banks would then have been 
able in accordance with the 8 per cent ratio, to increase their lending by £2,500,000,000, 
Ibid., p. 113.) 


From this it can be clearly seen just how easy it is for the banking system to create 
these vast sums of money. Regardless of Sir Roy’s protestations to the contrary, how can 
this process be described in any other way than being ‘money out of nothing’ and at 
tiny cost? 
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Harrod’s illustration is exactly the reason why we have rampant inflation today and 
this did actually happen in 1972. Thus the producers of real wealth are forced to pay 
increasing interest payments to the sole creators of this fictitious paper money. 

It is the acceptance of this fundamental cause of our monetary problems by economic 
orthodoxy that has led us into this maze of economic problems that defy any hopes of 
a conventional solution. 

With the increase of the money supply (1972) reaching the fantastic figure of 30 
per cent, coupled with the increasing rates of interest, one wonders if Sir Roy Harrod 
and the rest of orthodoxy will ever come round to questioning the true cause of this 
ruinous state of affairs? 

Certainly not if Harrod’s last book — Money — is anything to go by; there seems 
to be no sign of this, particularly, as I have pointed out, when we find him applauding 
one of its most conspicuous and deadly manifestations — the Eurodollar. 


NOTE 


1. K.C. Palmerton. Director of The Institute For Rational Economics and Chairman of the Liberal 
Democrats Chard Group think-tank looking at the “Reform of the City of London”. 


CHAPTER 10 


The Betrayal of Keynes 


‘At the same time.... there is leached out of the original thesis whatever implications 
seem threatening to the ruling class”. 
(Professor Brofenbrenner) 


The nub of the problem of unemployment, stated in simple terms, lies in the age- 
long experience of mankind of the necessity to toil to provide the basic means of 
existence. Thus it so remained until the early part of the 19th century when with the 
power provided by the harnessing of steam, man entered the technological age with all 
its possibilities for the immense increase of consumer wealth. 

It is, therefore, the inability on the part of orthodox economic thinking to 
demonstrate, and the seeming unwillingness of the workers to see, that it is increasingly 
difficult to reconcile the fact that as modern machinery and technical achievements 
make possible an ever greater flow of goods and services with less and less labour, at the 
same time with the rapid increase of the population, we would be faced with the 
dilemma of unemployment. 

Therefore, the question asked is, is it necessary for the labour force to work the 
present number of hours? 

In posing this question we are faced with overwhelming evidence that the wider 
industrialism spreads its influence the greater become the social problems the politicians 
seek to solve. 

Such are the pressures exerted upon our democratic system by promises which the 
political parties make in their attempts to achieve power that we find, whichever party 
is in office, the problems multiply. 

Unable to find solutions, politicians and economists alike turn to the deficit spending 
theory that Keynes had proposed to alleviate the problem of unemployment in the 
1930’s with the result they have produced an entirely new economic situation; 
unemployment with inflation. Such a situation until then would not have been possible, 
therefore with this new development most economic theory was turned upside-down. 
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But, as I hope to show in this chapter, Keynes demonstrated that this problem would 
arise for the same reasons that most previous economic problems have arisen; a faulty 
monetary system. 

Thus we witness an ever-increasing supply of money to keep up with the wages 
demanded by every section of society to maintain their standards of living. To meet 
these wage increases industry is compelled to raise its prices, but being unable to meet 
the competition of cheaper imports is forced to cease production. 

However, as in the 1930’s, confronted with the accumulation of vast quantities of 
agricultural and industrial products which, because of a faulty monetary system are 
denied to those who would consume it and now made worse by the interference of 
bureaucracy through the ramifications of the Common Market policies to be told that 
over-production is the cause of their unemployment, or that the wage rate is too high 
to meet foreign competition, has a very hollow ring indeed. 

The nostrum therefore, which is now in great favour for the solution of the 
problem of inflation is deflation in its guise of monetarism, i.e., restriction of the money 
supply. Ic was deflation in the early 1930's which was forced upon the Labour government 
under the jargon of the time: rationalisation, which does indeed equate well with the 
definition of the term, as meaning — self deception by reason, which brought the lasting 
hostility of the British trade union movement to all efforts to increase industrial efficiency. 

This seemingly insoluble problem is exactly the same one that bedevilled all attempts 
to find a solution fifty years ago. 

To break this terrible deadlock of unemployment John Maynard Keynes in 1936 
demonstrated in his — General Theory of Employment, Interest and Money — that the very 
opposite action should be taken. And so, after the second world war with promises to 
the people of full employment, governments accepted Keynes's proposition of deficit 
spending as the solution to this great problem. 

Today the nations are faced with the twin evils of unemployment and inflation 
which threaten to get out of hand, with all the dire consequences that they would bring, 
simply because ill-informed politicians in their acceptance of only part of Keynes's 
deficit spending theory fuelled the inflation furnace with an abnormal increase in the 
currency by the issue of inconvertible legal tender notes and bank created money, while 
at the same time ignoring the vital and all-important role that low interest rates must 
play, and yet this key factor that Keynes insisted upon, was, and still is consistently 
overlooked. 

As Harrod says in his biography of Keynes there was something of the prophet in 
so many of his writings and, I would suggest, non so prophetic as his time scale of two 
generations in which to bring about the implementation of near-zero interest rates. 

And yet, we find a mounting chorus of economists blaming Keynes for the present 
dilemma of unemployment with inflation, a situation their text books had not allowed 
for, and so they coined a new piece of jargon to cover it called — stagflation, i.e., inflating 
consumption with stagnant production. 

In spite of the important lesson that Keynes had taught of the necessity of the 
control by the state of credit creation the governments of the free world have allowed 
the banking system and its finance house colleagues to bring into being a bewildering 
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assortment of monetary instruments accompanied by such high rates of interest chat it 
is almost an impossibility for the producers of real wealth, ‘true capitalism’, to attract 
equity capital thus forcing them into the hands of the banking system. 

As Lord Bradbury said in his dissenting Memoranda to the Macmillan Report of 
1931: 


“If it goes far enough it will leave the producer with no motive to produce and in the 
end cease perforce because there will be nothing to transfer.” (Ibid., p. 263) 


We have now practically completed the circle and the scene we are faced with is 
again that of the 1930's. Increasing unemployment, vast quantities of foodstuffs and raw 
materials beyond the wit of the politicians to dispose of except by the imposition of that 
disastrous non-remedy called deflation. For this, as past experience has shown, leads on 
to greater unemployment and the threat of import controls as nations feel their economies 
endangered. 

No matter how sincere the politicians are in their intentions all their efforts are 
doomed to failure as the fundamental necessity for a sound economy and a stable 
currency and this the nations at the present time do not possess. Viewed thus, it would 
seem that the gathering crisis in industry is not the failure to produce the goods, but 
the deep-seated cause which Keynes showed is inherent in the existing money-based 
capitalist system which refuses to fund consumption. 

It is my submission that productive or beneficial industry, which I define as ‘true- 
capitalism’ has always been seen as being in partnership with the banking system, which 
I identify as ‘parasitical’ or ‘impostor-capitalism’. It is this faulty alliance that Karl Marx 
diagnosed, but failed to indict as it would have undermined his blanket charge that all 
forms of capitalism are the enemy of the people. In my view the inability of orthodox 
economic thinking to separate these two functions has always led, since the beginning 
of the modern banking system, to the so-called economic crises, which are invariably 
monetary in origin. Therefore, as we now see, from being in partnership the existing 
banking system is an unnecessary burden the nation has to carry. 

Before we can proceed in our investigation as to why this is so we must anticipate 
the argument that modern industry cannot function without an efficient banking system. 
This I am convinced is so and the more widespread and complex industry and commerce 
has become, the more dependent they are on the highly organised world-wide network 
of banks to handle the daily flow of monetary transactions. It is this dependence as 
commerce increased that placed banking in complete control of the supply of money. 

As with all other services which have come into existence to fill a need the banking 
system should justify its continuation by charging its customers for the service it actually 
renders and not to use these services which are essential to the life-blood not only of 
industry and commerce, but to the lives of ordinary, everyday people, as a cover for their 
main activity; that of creating and lending money they do not possess. 

As I have tried to show throughout this history the statement, — ‘lending money 
they do not possess’ — is the root cause of our past and present economic distress. The 
sheer folly of governments in permitting the overwhelming power of money creation to 
pass into the hands of a group of private individuals, who now appear to be sanctified 
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and unquestioned, will, when the banking system has been reformed, seem incredible 
when viewed against the historical background of economic disasters. It will rank, no 
doubt, beside the belief of the Church that the earth was the centre of our solar system 
and, in spite of the attempts of the Inquisition to stop this heresy Galileo was to be 
proved right in his support of the Copernican theory. 

My great anxiety is that the world-wide situation of insupportable indebtedness 
will bring the free world’s monetary system crashing in ruins if the democratic governments 
do not act in time to bring about monetary reform in order to save the free world from 
the great misery and upheaval that such a disaster will bring: They can only do this by 
restoring to the State — i.e., the people, the power to create and issue their own money 
unencumbered by perpetual debts and interest payments. 

For it is the result of the banking system’s power to create money, since the 
inception of the Bank of England in 1694, that has loaded the nation with a National 
Debt which has increased in recent years at such an alarming rate that this one factor 
alone must eventually bring about a collapse of the economy. 

The disastrous expedients of funding to which in times of war governments have 
resorted to are now used recklessly to meet monetary demands in times of relative peace. 
Thus, the initial £1,000,000 loan to the government in 1692 to defray the costs of war 
with France laid the foundations of the National Debt, the imposition of which so 
outraged William Cobbett. 

It was soon seen that undated loans need never be repaid and so the National Debt 
scam was set up as an exponential milch cow, which all other governments, except those 
of the British Channel Islands — Jersey and Guernsey — have blindly followed. 

By the end of the 18th century its cancerous expansion had climbed to £146,000,000 
which by the conclusion of the Napoleonic war, had reached £834,000,000. During the 
latter part of the 19th century a successful start was made to reduce this burden and 
when we entered the Great War in 1914 the debt had been reduced to around 
£700,000,000, but at the conclusion of hostilities it had risen by £7 billion, to reach 
close to £8,000,000,000. 

Still the lesson was not learnt as Gessell warned, resulting in the Second World War 
which further inflated the debt to between £26 and £28,000,000.000. Bur as I have 
pointed out above, this madness has now extended into peacetime borrowing with che 
result that by 1968 the debt stood around the £33 billion mark (£33,000,000,000). 
Thus, the illusion that government debt is wealth continues unabated and we find today 
(1993) that we are fast approaching the £200 billion mark (£200,000,000,000). 

At the present high rates of interest the government's debt burden on the nation, 
will be in the region of £18,000,000,000 per anum which under the present insane and 
unnecessary rules of raising revenue from taxation and borrowing, will have to be found 
by taxing an already over-taxed nation. 

A recent letter to John Major from the C.M.R. — Campaign for Monetary Reform 
— requesting answers to questions about government spending objectives and the National 
Debt (PS.B.R.) drew the following reply from Treasury official Anthony Nelson M.P, 
which confirms that the present unjust situation is not due to the Tories — ‘Genius for 
ineptitude’. On the contrary, it is because of their genius for making it appear to be so. 
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Nelson’s response confirms, in black and white, that the ‘third option’ — that of 
governments creating their own money free of debt and interest is clearly understood 
by the present regime, but is kept away from the public, as it was by previous governments 
and for the same reasons, as pointed out by Vincent Vickers (see chapter 6). Politicians, 
he says, are selected and placed in power to ensure for the City’s private money industry 


‘that there should exist at all times a demand for (private City) credit and currency 
which, normally exceeds the supply: and it prescribes that there should be no reform and 
no legislation which might deprive the money industry of the natural and interested 
advantage of its monopoly or of its existing policy”. 


CAMPAIGN FOR MONETARY REFORM 
January 25th 1993 


Dear Prime Minister, 


Whilst the Government's declared economic objectives include “keeping control of 
inflation and public spending” the following option appears to have been overlooked. 


Government spending regularly outstrips its revenues and the deficiency is covered 
by the Public Sector Borrowing Requirement, the PSBR. 


This adds up to a Public Sector Debt of £190,209,000,000 as at 31.03.1991. 
Source: Bank of England Quarterly Bulletin Nov. 1992. 


The amount of interest payable on the Central Government Debt alone is 
£17,820,000,000 for 1991/92. This amount exceeds the combined amounts 
allocated to Housing @ £7,729,000,000 and to Education @ £6,342,000,000 
Source: The Financial Times 13.11.1992. 


The Government does not finance its expenditure by printing money itself but 
licences banks to create credit, i.e., to “print money” which the government borrows 
and has to pay interest on. This is the nub of the matter. 


The option is for the banks to be credit brokers, rather than credit creators. Her 
Majesty’s Government could then itself print any necessary increase in money 
supply thereby retaining to itself the seignorage and be free from paying interest 
charges. 


We look forward to receiving your comments. We are also circulating this letter as 
widely as possible in order to encourage discussion and seeking active support. 


Yours sincerely. 
C.M.LR. 
London. SWIW 8TS. 
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Treasury Chambers 
47al2 est.vd/docs/hamon 
Parliament Street. 


SW1P 3AG 


Miss Martine Hamon 

Campaign for Monetary Reform 
Eaton Terrace 

London SW1W 8TS22 February 1993 


Dear Miss Hamon, 


Thank you for your letter of 25 January to the Prime Minister, who has asked me 
to respond on his behalf. 


The Government can and does finance itself to a small extent by the issue of non- 
interest bearing money: this is the aggregate known as MO, the stock of which is 
currently some £19'/2 billion. The size of the stock of MO is limited by the 
demand for this form of money. 


If the Government tried to increase the amount of this type of finance beyond 
current demand for it, it would lose any control of interest rates in the economy, 
sterling would collapse, and inflation would take off. 


The money that banks create is either interest-bearing or renders some sort of 
service that costs banks money to provide. 


I hope this is helpful. 
Yours sincerely 


Anthony Nelson 


Limited demand indeed. Everyone I have spoken to since seeing a copy of Nelson's 
letter has said, that the only reason there is a limited demand for this form of money 
is because people have been kept in ignorance of its existence, and it is not on the 
agenda. One of the people responsible for capturing this valuable written admission is 
David F Heathfield, a lecturer in the Department of Economics at the University of 
Southampton, who sent the following reply to a minister overseas. 
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UNIVERSITY OF SOUTHAMPTON 


Dear Sir, 
12-10-93 


I have been asked to write to you about the economics of public finance and 
money supply. 


The essence of the matter, as I understand it, is who should supply our medium 
of exchange — i.e., supply our money? 


There are obvious benefits accruing to anyone who has the right (power?) to create 
money. The supply cost of money is usually much less than the exchange value — 
e.g., a 50 note costs much less than 50 to print — and that is why the state used 
to reserve this power to itself. 


Increasingly, however, this power has passed from the state to the commercial 
banks (and other deposit taking institutions). This can be most clearly seen by 
examining the money supply figures for the U.K. in 1993. The most popular 
measure is the so-called M4 which stands at some 530 billion. Of this only 20 
billion is issued by the state (MO) the rest (510 billion) is issued by banks and on 
which they receive interest. (Bank of England Quarterly, Aug. 1993). This 510 
billion could be gradually regained by the state providing all future increases in 
money supply. In the second quarter of 1993 Mé4 rose by 3.6 billion — all of which 


could have swelled the public revenues. 


There are many ramifications of this switch from state to banks quite apart from 
the major issues of public finance and I will raise just one. 


In order to control inflation the government thought it necessary to control money. 
This now means controlling the credit issued by the banks and this in turn led 
them to push up interest rates — to discourage bank borrowers. The result of this 
misuse of interest rates was to benefit lenders (banks) and place heavy burdens on 
borrowers (government, industry, and home buyers) with disastrous results. Had 
the state retained its right of seignorage the control over money supply would be 
direct — the responsibility for inflation would be where the power was. 


This, I hope, is sufficient to give you a flavour of our case. It is a strong one which 
should at least be on the agenda — I hope you can put it there. 


Yours sincerely 

David F Heathfield 
Department of Economics. 
Highfield. Southampton. 
S09 5NH 
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It will be good to remind ourselves of what all this means in real terms to real people 
the following address can be repeated word for word today — 


‘Thy Will Be Done’ 


Read by Lieutenant-Colonel J. Creigh-Scott, DSO., O.B.E., at the bon-accord 
congregational church, Aberdeen, Scotland on 13/9/1936). 

“If a father withholds from his children food and clothing which he either possessed 
or may acquire, and allows them to suffer from the diseases which result from under- 
nutrition and neglect, he is treated as a criminal; but when this is done on a national 
scale, when millions are deprived of food and raiment which we either possess or can 
produce, and when men are reduced to the nullity of dole existence, and our women 
to the nullity of illegal practices, we flatter ourselves upon our moral and economic 
sanity...[whereas] if we were sane, we should never rest till we discovered why consumption 
is never permitted to consume production. 


“Our support of the social service of the modern Samaritan, whose aim is to pour the 
oil and wine of his service upon the half dead, is in danger of becoming, if it is not 
already become — a dope for our conscience; for the only effective service that can be 
given — is to clear the road between production and consumption — of the thieves that 
now infest it. In the present position of things, social service may well become a cloak 
to hide our moral cowardice.” 


GUILT-EDGED INSECURITIES 


The thieves referred to, by Lieutenant-Colonel J. Creigh-Scott, in the 1930's, are 
the same guilt-edged thieves “infesting the road between production and consumption” 
in the 1990's — fractional-reserve banks and other deposit taking institutions. Surely the 
most expensive, inefficient, and imprudent way of financing a nation that was ever 
conceived ~ Qui Bono. 

We return to our examination of the problem of unemployment and inflation and 
try to find why it is that with all the theories that have been advanced by economists, 
the great majority (with the exception of honest economists like David Heathfield) have 
failed to show the impossibility of achieving reasonable stability within the framework 
of our present monetary system. 

The title of this book is our lead-in to the examination as to why the free-world 
economy is in such disarray and danger. Before Keynes proposed his theory of defict 
spending, classical text-book teaching conceived a set of circumstances in which the 
Gold Standard played the part of the stabilizer and through this instrument the banking 
system did achieve a fairly stable monetary regime for a while; but always, always, at the 
expense of the producers of real wealth. 

Why should this be? If we look at today’s scene what do we see? A disastrous 
inflation the result of the creation of money in excess of the nation’s production. This 
has thrown up the school of thought that contends that the stability of the price level 
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can only be achieved by statutory wage controls. It is, they argue, the bargaining power 
of the unions that enable then to obtain wages far in excess of production. 

It is this situation that leads to the following results. With wage levels in excess of 
proficability, industry is continually forced to increase prices which then leads to increased 
purchasing of cheaper imports thus leading to less demand for our own products with 
the inevitable increase in unit production costs making us less competitive in home and 
foreign markets. Which, in turn, leads on to the closing of our factories and the steady 
decline in our industries. 

Thus we are faced with development of the phenomenon; inflation with 
unemployment or stagflation, i.e., an inflationary situation in a stagnant economy. Yet, 
in spite of such a situation, we find personal savings are running at record levels. 

The Bank of England report (1980) shows us that the level of personal savings are 
at a record figure of over £21,000,000,000 for 1979, that is to say, it represents 14.4 
per cent ratio of savings from wages and incomes. 

Here we see repeated, but, a near 40 per cent increase in one of the basic factors 
of Keynes's theory as to the cause of unemployment; — excess personal savings. It was, 
as Keynes observed, because of the propensity to save, which was then in the 1930's 
running at about 10 per cent, that formed the base of his theory of deficit spending by 
the government. 

He demonstrated the 10 per cent savings represented the 10 per cent of the nation's 
production which was not consumed, therefore industry would have to cut back on its 
production with the result men were made redundant. Keynes considered that this was 
the multiplier action that produced the intractable problem of our unemployment, 
especially in the terrible period of the early 1930's. 

Keynes wrote that in a highly developed society such as ours 


“the larger our incomes, the greater, unfortunately, is the margin between our incomes 
and consumption.” 


It was, therefore, necessary to break this log-jam and Keynes provided the answer, 
ie., the government would have to spend the missing 10 per cent of excess personal 
savings in order to compensate for the shortfall in circulation, and when necessary, put 
into circulation the missing portion of effective demand, i.e., purchasing power in order 
to get the economy moving. 

It follows, to put the problem in its most simple form, that if the nation’s savings 
are too much in excess of its capacity to consume then unemployment must be the 
result. Thus we see if the interest rates are forced to high levels, as in the current belief 
that through this action monetarism will achieve the objective of reduction in the rate 
of inflation, the marginal efficiency of capital will have been destroyed. 

And so, Keynes tells us that — “Aggregate demand can be derived only from present 
consumption or from present provision for future consumption” (Ibid., p. 104) 

We see then by the figure of 14.4 per cent personal savings that the economic 
situation facing the nation is now made worse than that of the 1930's and, as I suggest 
further on, the advent of the Welfare State introduced a monetary condition somewhat 
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the same to that of full employment. Thus, although unemployed we have consumption 
without production; hence, stagflation. 

Therefore, as equity values dropped so the private shareholders in the past five 
years sold over £8,000,000,000 of their shares and, no doubt, “saved” the proceeds by 
buying government or local authority securities or placing them in building societies, 
insurance or pension funds, etc., all of which have shown a loss when set against 
inflation. 

This action has thrown an increased burden on industry and its ability to earn the 
profits necessary for investment in modern capital equipment without which they cannot 
hope to remain competitive in the home or world markets. 

Again as Keynes made quite clear, by all means, save wealth for a rainy day but 
not money: 


“We cannot, as a community, provide for future consumption by financial expedients 
but only by current physical output” (Ibid., p. 104) 


It is, as I attempt to show, why I consider that Keynes has been betrayed; for the 
problems we are beset with today he correctly diagnosed the cause, and provided the 
solution in his General Theory. 

But the writer entertains great doubt as to whether the authorities with the great 
problem of servicing the immense figure of the National Debt which stood at the end 
of March 1980 at over £98,000,000,000, can really face the increased cost which would 
be so great that it would create the same result as inflation. 

In a nutshell, all would be well if the amount of money in circulation was equal 
to the G.N.P. 

In other words, savings are an illusion because first of all they create the situation 
described above and second, the servicing of the National Debt, which, in the main, is 
bank created interest bearing debt, is only possible through the destruction of the 
peoples’ savings. 

Enoch Powell — speaking as a monetarist — contends that the trade unions cannot 
be held responsible for inflation as they are unable to print money for themselves. “It 
is”, he says “the government which is responsible, for they, alone, have this power”. 

Technically they do, but they have ceded this power to “the government's 
government” ~ the ultimate Quango of all — the Court of the Bank of England). 

In my view, within the foregoing propositions we have the answer to the riddle of 
boom and slump which have defied all actempts to find a solution. It is my hope that 
the case I have presented throughout this book has shown that while the proposition 
of the monetarists is a shot in the right direction, it falls short of the real reason for our 
present socio-economic plight. 

Faced with the achievements of man’s technological skills in harnessing nature's 
power to machinery to do the work of manual labour a situation would develop of large 
scale unemployment, especially in labour intensive industries. Therefore, how can we 
hope to save our precious freedom when confronted with the growing cynicism of the 
electorate with the futility of present political action? 
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So we turn our examination to that which heads this chapter — The Betrayal of 
Keynes. It is my conviction that Keynes was such a formidable intellect and that his 
teachings are of such great importance that the conclusions he arrived at were such an 
indictment of our present monetary system it was bound to follow that, although the 
politicians saw the great possibilities of realising the expectations of people by the use 
of Keynes's deficit spending theory, and what was to prove to be even worse, the 
constant bidding-up by the political parties of greater expectations, they ignored pretty 
well every thing that Keynes had shown was necessary if his deficit spending theory was 
to work in practice. 

Furthermore, his identification of the rentier class as the root of the problem of 
monetary instability should, as I have shown in previous chapters, have placed him in 
the group of ‘forgotten men’ who, during the past two hundred years or so, have 
attempted to expose the unwarranted power of money creation by the banking system. 
Small wonder then that Keynes's threatening implications for this particular ruling class 
have been effectively leached out of his original thesis. 

In their failure to apply Keynes's solution correctly, Keynes is now being made the 
scapegoat for the rampant inflationary situation in which the world now finds itself. On 
the other side of this coin of Keynes's betrayal is the deafening silence of the Left. The 
tragedy is that the broad masses of the people, wealth producing workers, industry and 
commerce, would all have been the beneficiaries of Keynes’s insistence on a somewhat 
socialisation of credit and near-zero rates of interest which in turn would have put an 
end to bank created money, and brought about, as Keynes put it — “the euthanasia of 
the cumulative oppressive power of the capitalist to exploit the scarcity-value of capital.” 

This was, as I have pointed out on many occasions, David Ricardo’s plan for a state 
bank, and Karl Marx's signal failure, in his final analysis, to separate the two — the 
banker-capitalist and the producer-capitalist. 

Finally, in my view, whereas the Labour Party should have been the standard bearer 
of Keynes's teachings, they, also have drawn a stubborn veil of secrecy and ideological 
silence over another of Keynes's valid conclusions, where he informs us that beyond this 
particular function “no obvious case is made out for a system of State Socialism”. 

Thus, determined as the Labour Party is to retain Clause 4; which calls for the 
control by the State of all means of production, ownership of the land, banking and 
insurance, they have allied themselves with the rentier class. Both groups, therefore, 
being united in a common resentment of Keynes's teachings work together as an alternating 
duopoly, which on the surface gives the illusion of democratic choice. 

During the period of research and experience of the operations involved in actual 
monetary affairs spanning the years between the wars, Keynes, in common with orthodox 
thinking as late as 1930 when he wrote his Treatise on Money, had no answer at that time 
to the monetary and economic problems of the day, especially that of unemployment. 

The general thinking and advice given at this time regarding the causes of man's 
economic distress including over production which resulted in ‘dumping’, i.e., exporting 
goods at below cost, leading to the closing of markets by tariffs to protect industry, 
thereby, creating even greater unemployment. At the time there was a small school of 
thought that saw that production was in excess of purchasing power of the consumer. 
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But the majority, advised by orthodoxy, believed that a reduction of wages was the only 
way in which we could regain our export markets. 

As we now know, this made the situation far worse both economically and politically. 

Even Keynes, in his Treatise on Money failed to associate the importance of the need 
to equate purchasing power with production. In other words he, in common with the 
main body of opinion was stuck with an unworkable monetary system. In fact, Keynes 
suggested that savings must be used to increase production in spite of the inability to 
sell that which was already capable of being produced. 

Sit William Beveridge, in the 1930 edition of his book Unemployment was among 
the great majority of opinion formers who were advocating the use of the new Weasel- 
word to replace deflation, i.e. rationalisation, which was advocated in order to cheapen 
the costs of production and distribution by reducing wages. 

However, it was, as I shall refer to later, his important work, Full Employment in 
a Free Society (1944), that was to usher in the post-war welfare state. By then Beveridge, 
influenced by the new thinking brought about by Keynes in 1936 based his ideas on 
the necessity of having sufficient purchasing power in the hands of the total community 
to enable them to consume that which they produced and thereby achieving Full 
Employment. 

The agreement between these two men who have made such great changes in the 
social scene since the war is very close indeed. 

Keynes saw it was necessary to increase the propensity to consume and, also, to 
increase investment. He also believed that if we truly wished to see a rising standard of 
living, it would be necessary to aim at a “socially controlled rate of investment with a 
view to a progressive decline in the marginal efficiency of capital” 

On the other hand, Beveridge was concerned that with increasing investment, 
which would mean increasing production, we should be faced with the same problem 
of over-production or its equivalent — under-consumption. Beveridge wrote of the situation 


thus in his Fudl Employment and a Free Society: 


“In other words, the fundamental problem of a progressive society is to distribute the 
rewards of the progress among citizens, either by, shortening hours or by increasing the 
purchasing power of the citizens, so that they could consume more.” (p. 101.) 


However, the general approach to the problem of unemployment, after Keynes had 
published his General Theory, was based upon his deficit spending proposition. It was 
this solution that Keynes showed would alleviate in the main, the scourge of 
unemployment, but the authorities used this part of his theory and ignored the rest of 
his findings which would have made the whole of his General Theory workable. With 
the result Keynes is now wrongly blamed for stagflation, the new predicament of 
Unemployment with Inflation. 

It is my case that economists in using this incomplete application of the General 
Theory enabled the politicians to increase spending to enhance their popularity without 
increasing immediate taxation. But as we are seeing, these deferred taxes are now having 
to be repaid and despite the Tories’ charges of Labour's Double Whammy Tax Bomb it 
is a Tory Tax-Bomb which has blown up in their own faces, in the ever increasing 
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amounts needed to meet the interest payments on the National Debt through the worst 
of all forms of taxation, the destruction of savings by inflation. VAT on fuel is a typical 
example. 

To attribute these things to John Maynard Keynes's teachings is a monstrous 
calumny. 

Thus having ignored the necessity for the full implementation of his findings some 
of his critics are now claiming that Professor F A. Hayek is the man we should now 
follow. But to where? I have before me a book entitled — Full Employment at Any Price?, 
by the afore-mentioned Professor, published by The Institute of Economic Affairs, 1975. 
In the preface Arthur Seldon states that Professor Hayek maintains that Keynes's diagnosis 
of the economic climate as he saw it at the time of publishing his General Theory in 
1936 was fallacious. 

Seldon goes on to say that Hayek maintains that 

“Inflation can only absorb unemployment for a period” and “can end by destroying the 
currency, monetary institutions, and ultimately society”. This is indeed a terrible indictment 
of Keynes, but it is one which after a full review of the evidence is found to be 
completely baseless. Primarily because Keynes never suggested that Inflation could cure 
unemployment. But, as one of Arthur Seldon’s former colleagues pointed out ~ “We 
sometimes called him Dr. Seldom because we Seldom agreed with him.” 

As far back as the early 1920’s in his book ~ Tract on Monetary Reform, he made 
his view of the evils that Inflation and Deflation would bring and that both could lead 
to the destruction of the currency. Secondly, he said, if the “currency and ultimately 
society” is destroyed it will be because of the complete lack of control by the authorities 
of the activities of the monetary institutions”. 

Therefore, it is my submission that it is the lack of will, or the ability, on the part 
of governments to control the activities of the “monetary institutions” which will ultimately 
bring about the destruction of society through the material and moral deprivation it 
generates. 

The main message for me in the 1931 Macmillan Report and the Radcliffe report 
of 1959, was of the losing battle the government was waging against the ‘monetary 
institutions’. The same story repeats itself twenty-one years later on in the form of yet 
another ‘Committee’ set up to “Review the Functioning of Financial Institutions’. 

We find on p. 6 of the introduction to Hayek's - Full Employment at any Price? 
Seldon saying — 


“In spite therefore of some differences with the ‘monetarists, Professor Hayek is arguing 
essentially for to reform the labour markets on the grounds that monetary policy alone 
cannot remove unemployment”. Seldon then opines that, “it is here that perhaps that 
economic analysis should now increasingly concentrate”. 


But, as I have tried to show, beyond all reasoned doubt, economists have been 
playing around with variations on this particular theme for the past hundred years. 
Therefore, until they turn their attention to the part the monetary institutions play in 
this great monetary conundrum we will continue to flounder around and finally sink 
in the flood tide of interest bearing instruments issued by the vast variety of finance 
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organisations most of which is made possible by the continual creation of new money 
by the banking system. 

It is the creation of this new money with its interest demands that makes nonsense 
of Hayek’s proposal “for a policy to reform the labour markets” and the belief of the 
monetarists that inflation can be controlled by the restriction of the money supply. 

As I have pointed out, ‘monetarism’ is the new euphemism or buzz word for 
‘deflation’, i.e., ‘unemployment’. For to implement ‘monetarism’ fully would mean a 
return to the dangerous situation of the early 1930’s and all the great political upheavals 
it carried in its wake. Yesterday Hitler —- Tomorrow? 

I will try to show in the following pages that monetarism must fail in its objective 
of controlling inflation for the reason Keynes demonstrated; that not until the cost of 
money falls to near-zero (the rate of interest Keynes considered bearable was around 2 
per cent) can there be a solution to the problem of Inflation. 

The belief of the monetarists, as in practically all thinking on monetary policy, is 
based upon the acceptance of the privilege of the banking system to create the nation’s 
money. Monetarists contend ~ quite wrongly as the evidence shows — that governments 
cause inflation by printing too much money which to the man in the street means the 
coins and notes in our pockets. But this money, the nations’ currency, is a very small 
proportion of the total sum of the nation’s money in circulation. But this does not have 
to remain the case. 

All new money could come into existence free of interest; as the 1956 New 
Zealand Royal Commission on Money and Banking made clear on page 317, para 12: 


“.. there is no reason why the government should not use this facility (for the creation 
of interest free loans) if it is in the national interest to do so.” 


For the year 1975 the proportion of the United Kingdom’s (M3) money supply of 
notes and coins in circulation was 14 per cent (£5,670,000,000) the rest was represented 
as bank deposits at 86 per cent (£33,520,000,000). Thus we find the clearing bank's 
biggest asset in advances to customers, is 58 per cent (fifty-eight per cent) of total 
deposits for 1975. 

It is this bank created money loaned to customers euphemistically known as “eligible 
deposits” for which the borrower has to pay the prevailing rate of interest. The monetarist 
contention that governments cause inflation by printing money can now be seen is 
NOT the cause, but if we include in ‘the printing of money’ the enormous sales of 
discounted government securities year after year then their indictment of this particular 
aspect of government spending as the cause of inflation, then in my view, they are guilty 
as charged — Guilt edged indeed. 

This constant sale of securities which adds to the National Debt through an ever- 
growing haemorrhage of interest payments which have to be met by the taxation of the 
total community, it is NONE other than this, which is the real cause of inflation. An 
engineering design for a bridge or aircraft that kept failing so often and completely as 
those of the orthodox economist in trying to solve the problem of inflation, by now, 
would have been scrapped in favour of one that actually worked. Which is, perhaps why, 
engineers make the best economists. 
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In 1965, Britain’s National Debt stood at about £30,500,000,000. Ten years later 
it had increased to nearly £46,000,000,000 and by 1979, within three years, it was 
almost double at £90,000,000,000 and, with the exception of short intervals, the interest 
rates continued their exponential climb. As I write this (mid 1980) it stands at 17 per 
cent. 

At the outbreak of the Great War it was raised for a short period to 10 per cent, 
and that figure stood as a record high for over sixty years. 

Sir Roy Harrod has pointed out, that it was at Keynes’s insistence that the last war 
was financed at a 2 per cent interest which prevented a disastrous escalation of the 
National Debt and possible national bankruptcy. In Sir Roy Harrod’s — The Life of John 
Maynard Keynes, on page 196 he records Basil Blackett at the Treasury at the outbreak 
of the Great War saying: 


“But there were already present on the scene representatives of bankers, making sweeping 
demands for the creation of new assets and the suspension of liabilities — (a) sinister 
presage of so much that was to follow. In Blackett’s view the bankers must be defeated 
at all costs”. 


To which we say Amen. 


The bank rate after the Great War and until 1932, with the exception of 1920- 
21 (when it moved between 7 per cent and 5 per cent), ranged from 6 per cent to 3 
per cent and in 1932, was lowered to 2 per cent, where it remained until 1951 when 
the authorities were unwise enough to break away from the stabilizing influence that the 
2 per cent bank rate had proved itself to be. The next two decades saw a steady increase 
and by 1970, 7 per cent had become accepted as normal. Therefore, as Keynes had 
clearly demonstrated over and over again in his General Theory, the rate of interest was, 
and still is, the key factor in solving the problems of unemployment and inflation. To 
continue the search elsewhere would be idle and futile. 

The rising bank rate, which represents the cost of money, must be passed into 
every phase of production before it reaches the consumer and as prices increase so will 
the demands for higher wages to meet them. 

Thus, as the following figures show, the inevitability of inflation commenced with 
the abandonment of Keynes's maximum ceiling of 2 per cent bank rate. And so, we find 
wages and salaries stood at £7,700,000,000 and incomes from other sources at over 
£4,000,000,000 making a national income of approximately £12,000,000,000 for 1951. 
These figures of the national income are almost a mirror image of the rising cost of 
borrowing money. By 1966 the bank rate was between 6 and 7 per cent which meant 
that with the banks charging 2 to 3 per cent over bank rate, the cost of over-drafts had 
increased by three times as much as in 1951, therefore this increased cost of money is 
reflected in rising prices. So, we find the demand for higher wages and incomes to meet 
them has, by 1966, pushed the national income up to about £31,500,000,000. 

The above figures reveal the terrible price the nation has to pay and has paid for 
close on three hundred years, in taxation on monies created by the banking system; as 


THE BETRAYAL OF KEYNES 331 


Ken Palmerton, of the Institute for Rational Economics says — “three centuries of 
undetected crime”. 

Which should remind us once again of David Ricardo’s prescient statement in his 
great work — The Principles of Political Economy and Taxation that: 


“The advantage would always be in favour of the issuers of paper; and as the State 
represents the people, the people would have saved the tax if they, and not the bank, 
had issued the million”. (p. 245. Dents Everyman Edition) 


This, the greatest of all economic observations, should be printed in large letters 
big enough for even the ‘shortest-sighted’ of our Members of Parliament to see and hung 
permanently over the Speaker's chair. 

Yet, in spite of all the attempts by William Paterson, early in the 18th century, 
followed by David Hume, Adam Smith and David Ricardo to alert the nation to the 
dire effects of increasing taxation; but alas, this same recidivated monetary folly was 
allowed to take root in the conduct of local government, resulting in the present 
uncontrolled national indebtedness. Thus we find that the great burden of taxation 
needed to pay the interest on the National Debt is repeated at local level by ever- 
increasing rate demands to pay the interest on appalling amounts of private, borrowed 
money. The following figures will, I am sure, show the sheer impossibility of the survival 
of our so-called capitalist system. 

It is, | am convinced, not the policies of Socialism that will bring its demise, but 
the uncontrolled activities of the banking system and its financial partners who have 
created such a weight of debt that it will be beyond the capabilities of industry to earn 
the profits necessary to pay the interest on the indebtedness and the community the 
taxation to meet the interest demands at national and local levels. 

We find out how this happens when we look at Keynes's analysis; from which you 
will see, why it is that I contend that he has been betrayed. The following figures culled 
from the Government's abstract of statistics illustrates this increasing debt over the past 
decade. 


National Debt of the Central Government, 1968-78 


1968 — £32,000,000,000. 
1978 — £79,000,000,000. 
(In the past year and half a further £12,000 million has been added) 


The interest raised on this National Debt through taxing the nation, in 1968 
amounted to — £1,500,000,000 and in 1978 it had risen to £6,500,000,000. 

One is filled with dismay at what the figure for 1979-80 will be after the Chancellor 
raised the M.L.R. to a record height of 17 per cent last November. 

At local government level the same wretched story repeats itself. 


1968 — £13,000,000,000. 
1978 — £34,000,000,000. 


These unnecessary debts and the interest payments to meet their costs come out 
of the local rates, currently standing at: 
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1968 — £800,000,000. 
1978 ~ £3,000,000,000. 
Like cancer, they will continue to grow exponentially. 


For many years over half of the total rates raised by the local authorities have been 
used to pay the interest on borrowed money, and indeed, and on occasions they have 
had to dip into government block grants to meet the bills. As with the national debt, 
local government debt could, in the main, have been avoided if a State Bank acting on 
behalf of the nation had issued all the new money — as a facility and not as a commodity 
— plus a service charge of about 2 per cent. It is this figure of 2 per cent which we shall 
find Keynes referring to as a cardinal factor in the control of stable economy. 

In the General Theory of Employment, Interest and Money he states, p. 325, that he 
considers that great social advantages would accrue by the increase of the stock of capital 
to the point when it ceases to be scarce. He then follows this judgement with, what I 
consider to be the main reason for his betrayal, the view that investment should be 
socially controlled to bring about a progressive decline in the marginal efficiency of 
capital. 

These two factors would mean the return to Parliament the control and the 
responsibility for the nation’s money supply through the creation of a State Bank, 
therefore, bringing to an end the scarcity value of capital. 

Keynes put it in somewhat emotive terms and it was his use of the phrase ‘the 
euthanasia of the rentier’ (Ibid., p. 376), that has set the money capitalist firmly in 
opposition to the money reforms he saw as necessary to save industrial-capitalism from 
insupportable debt. 

I have no doubts that he chose this description deliberately, and accurately, as it 
would bring to an end the incurable and painful disease which increasingly brings 
industrial-capitalism into disrepute. 

Therefore, if we take a broad view of the General Theory we find that Keynes saw 
the propensity to consume the schedule of the marginal efficiency of capital and the rate 
of interest as the factors determining the nation’s savings and investment. It is on these 
factors that he based his theory of unemployment and without them, or any one of 
them, continuing near-full employment without inflation would be impossible, and, is 
the situation the free world is confronted with today. 

In chapter 2 we find that Keynes's dealing with the postulates of Classical Economics 
does not refer to ‘the marginal efficiency of capital’, but on p. 28 we find his first 
reference to the overall importance to the economy that low interest rates would play 
in the marginal efficiency of capital. 

It is when we get to p. 138, the chapter on The Marginal Efficiency of Capital, that 
we find, in my view, the explanation of the problem that bedevils our economic system. 
Keynes defines the marginal efficiency of capital as the expectation of the yield of the 
current supply price of a capital asset, i.e., the rate of return expected on money invested 
in a newly produced asset not on the result of previous investment. 

So important an aspect did Keynes consider the above to be, that in Chapters 11, 
12, and 13 he refers to it no less than forty-six times. 
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Which leaves one in no doubt, that it was Keynes’s emphatic opinion on this vital, 
but conspicuously neglected factor in economic and monetary thinking which was 
responsible for the closing of the ranks of rentier capitalism in order to silence any 
questioning of the present system by which they alone flourish through the creation of 
debe. 

Keynes, on p. 221, makes it quite clear as to why with the abundance of capital 
goods the marginal efficiency of capital would fall to zero and thus it may be the way 
of ‘getting rid of many of the objectionable features of capitalism’, (shades of Edward 
Heath’s, now much quoted observation about, ‘the unacceptable face of capitalism’.) and 
goes on to say — ‘what enormous social changes would result from a gradual disappearance 
of a rate of return on accumulated wealth’. 

To counter opinions such as these we can see why Keynes's image has been projected 
as the man responsible for the great threat to world stability that inflation will bring 
through the destruction of the nation’s currencies. 

And so, Keynes opens his discussion in Chapter 17 on The Essential Properties of 
Interest and Money, with this statement, 


‘It seems, then, that the rate of interest on money plays a peculiar part in setting a limit 
to the level of employment, since it sets a standard to which the marginal efficiency of 
a capital-asset must attain if it is to be newly produced.’ (Keynes's Italics) 


We now come to the point where, in my view, Keynes's betrayal is most flagrant. 
On p. 241 he discusses the historical association of land and money in keeping up the 
rate of interest at too high a level which money has played in recent times. 

As Keynes was writing his General Theory in the early 1930’s one assumes his 
reference to ‘recent times’ could be at the opening of the century. We find if we look 
at the bank rate for 1900 it moved between 6 per cent and 3 per cent reaching its 
highest point of 7 per cent in 1907 and until the outbreak of the Great War stood at 
2.5 per cent and 5 per cent. To be hoisted for a short while to a record of 10 per cent 
and from then until 1932 it moved between 7 per cent and 3 per cent. In 1932 it was 
lowered to 2 per cent where it remained except for a short period in 1939 when it 
touched 4 per cent, until 1952. Thus we see the high rate of interest that Keynes 
deplored swung between 7 per cent and 3 per cent. In 1952 the upward climb of 
interest rates commenced. In spite of the searching analysis in which Keynes showed that 
to achieve a high rate of employment the interest rate must be kept low we find the 
authorities recklessly pushing up the interest rates by which the marginal efficiency of 
capital was virtually destroyed by 1972 when the rate of interest moved between 9 per 
cent and 7!/4 per cent. 

The following table will show the sheer impossibility of industry to plan its future 
investment when faced with not only high rates of interest but also with erratic movements 
of the bank rate. 
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Bank of England Minimum Lending Rate 

High (%) Low (%) 
1972 9 7, 
1973 13 9 
1975 12 1, 
1976 15 97, 
1977 14 8'/, 


The changes in the MLR (Minimum Lending Rate) were so frequent for 1977 that 
the National Abstract of Statistics, from which these figures are taken, showed them in 
detail. The rate was changed fourteen times. 


Jan 7th 14% April 15 9% 

Jan 2Ast 13'/4% April 22 87/4% 
Jan = 28th 12'/4% April 29 81/4% 
Feb = 3rd 12% May 5 83/4% 
Mar 10th 11% May 12 9% 
Mar 31st 9"2% June 8 10% 
April 7th 91/4% Nov 9 121/2% 


During November 1979 the Chancellor announced an increase of the MLR to 17 
per cent which is where, as I write June 1980, it has remained. 

The incalculable damage to industry and the nation’s well-being that this madness 
will bring convinces me that ‘true capitalism’ will be destroyed not by Marxism, but by 
the unwillingness of Parliament to control the creation of all new money through a State 
Bank. 

As Keynes saw it, p. 339, economists were guilty, including himself, of the erroneous 
belief that, ‘the rate of interest and investment are self-adjusting’. He explains how the 
City devised the dangerous technique of bank rate coupled with rigid parity of the 
exchange rate. Thus, to maintain the domestic interest rate at a figure necessary for 
full employment was impossible. 

Keynes refers to a quotation used by John Locke from a Letter to a Friend concerning 
Usury (printed in 1621) illustrating the appalling effects that the pressure of high 


interest rates can have on industry and trade. 


“High Interest decays Trade. The advantage from Interest is greater than the Profit from 
trade, which makes Rich Merchants give over, and put out their stock to Interest, and 
the lesser Merchants Break”. (Ibid., p. 344). 


Thus we see from the above figures of national indebtedness, apart from the 
appalling burden carried by industry and commerce, why monetary reformers believe 
that money creation should be the sole prerogative of the State as opposed to the belief 
on the part of the monetarists that bank lending can be controlled by the manipulation 
of the interest rate. 
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As I have pointed out previously, Ricardo stated that the people could have been 
saved this massive taxation and payment of a large proportion of the local authority rates 
if a State Bank had issued the new money free from the penalty of interest charges. It 
was basically this same conclusion that Keynes arrived at in his General Theory which 
has, in my opinion, brought during the past ten years, or so, increasing criticism of 
Keynes as being responsible for the inflationary situation we find ourselves today. 

In the preface to Professor Hayek’s Full Employment at Any Price, Arthur Seldon 
asks: 


“How is it that economic theory that has held the stage for so long was widely accepted 
among economists and even more widely among politicians soon after it was published 
by Keynes?” 

In my view, the answer is perfectly simple. Since the time when Adam Smith 
presented his great work, The Wealth of Nations, orthodox economists devoted their 
efforts for a hundred and sixty years to a wide-ranging debate on the defects chat 
bedevilled economic progress, but without ever seriously looking at the root cause; our 
faulty monetary system. And yet, in spite of the overwhelming evidence presented on 
this subject by John Locke, William Paterson, David Hume, Adam Smith, David Ricardo, 
Karl Marx in volume 3 of Das Kapital, Silvio Gesell and the other “forgottenmen”, to 
whom I have already referred that strove to bring this great problem into the open for 
the essential, long over-due debate, it still remains a closed subject. 

The answer, or should | say, my answer?, to Mr. Seldon is, the reason why it — 
“held the stage so long” is, that it worked and the grim situation of increasing, 
unemployment and inflation only set in after the authorities abandoned the stabilizer of 
the 2 per cent bank rate which Keynes demonstrated so clearly was absolutely crucial 
if the marginal efficiency of capital was not to be destroyed, thereby, inducing, as Locke 
quoted, the “Rich Merchants to give over trading, and put their stock of money out to 
Interest.” 

It is the examination of why it is that the interests of finance-capitalism are 
safeguarded at the expense of producer-capitalism that Arthur Seldon and his colleagues 
at the Institute of Economic Affairs should direct their energies. 

When, in 1930, the economic collapse ushered in the Great Depression, Keynes, 
in common with the leadership of the highly industrialised democratic states now 
thoroughly alarmed at the threat of massive unemployment leading to revolutions and 
dictatorships, showed in his General Theory (1936) that unemployment or at least the 
worst aspects of it, could be alleviated. 

The theory was, indeed, quite simple. Put enough money into the hands of the 
people so that they could consume that which they produced. It worked, as did the 
people, and that is the answer to all the criticism levelled at Keynes. 

Therefore, in spite of Mr. Seldon’s extraordinary, and unfounded claim that the 
difference between Keynes and Hayek was that “Hayek was a true scholar more concerned 
with the truth than winning the debate”, the low rate of unemployment after the war 
up to the late 1950’s proves Keynes's analysis of the problem of unemployment to have 
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been correct. However, as I have pointed out, the basis upon which his theory rested 
was swept away in 1952 when low interest rates were abandoned 

As I have tried to show, it appears to me that Hayek, in common with his acolytes 
and supporters at the I.E.A. (Institute of Economic Affairs), still clings to the incredible 
belief that our present monetary system can be made to work. I have before me an I.E.A. 
publication, /nflation: Causes, Consequences, and Cures, the report of a debate with Lord 
Robbins, Samuel Brittan, A.W. Coats, Milton Friedman and Peter Jay taking part, with 
contributions and discussions from ten other well known names in political, financial, 
business and economic affairs. All that this wide ranging debate achieved was to illustrate 
the extent of the defence to preserve the present system; for only one observation was 
made in the direction of that which I maintain is the one cause from which all the 
problems they say they wish to cure emanate: from bank created money. In the discussion 
following Samuel Brittan’s contribution, David Laidler had this to say: 


“The second thing we have is a system in which the banking system can actually 
manufacture its own reserve assets by lending at call to the discount markets. I do not 
believe that it is possible to conduct a monetary policy that I would advocate, and 
Milton Friedman would advocate, while we have that institutional set-up.” (p. 98) 


Therefore, until the politicians and economists accept the other half of The General 
Theory with the same enthusiasm as they did the first half there can be no escape from 
the final catastrophe that the breakdown of the monetary system will bring. I submit 
that Keynes averted the breakdown of capitalism by his deficit spending theory and the 
danger of this finally happening can still be avoided if the politicians carry out his 
“socialisation of credit”, by setting up a really genuine State Bank which would be in 
a position to issue all new money at near zero rates of interest. 

We find Hayek (p. 15), Full Employment at Any Price? published by the Institute 
for Economic Affairs, saying, 


“The disquieting but unalterable truth is that a false monetary and credit policy, 
pursued through almost the whole period since the last war, has placed the economic 
system of the Western industrial countries in a highly unstable position in which 
anything we can do will produce most unpleasant consequences”. (Hayek's italics) 


On page 16 he goes on to say that we have three choices, to allow inflation to 
continue or to impose control on wages and prices, or to terminate the increase of the 
quantity of money. This is indeed fantastic as these so-called choices have all been tried 
before and have always led to worsening conditions, and must inevitably do so again, 
simply because Professor Hayek and the majority of economists, politicians, money- 
capitalists and their opinion formers avert their eyes from the real cause of our economic 
distress; the creation of bank money which flows in increasing volume into the monetary 
institutions, which the Macmillan Report and the Radcliffe Report tacitly implied were 
beyond the control of the authorities. The Wilson Report, as one would expect, follows 
this accepted formula of criticism of the various City activities, but failed to question 
in any way, whatsoever, the source from which the new money flows that make these 
financial institutions difficult to control. 
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Professor Hayek states that which, in my view, is a classic example of the failure 
to separate producer-capitalism from money capitalism and his following statement is 
essentially that which Keynes concluded in his General Theory where he showed that we 
could escape from the scourge of unemployment and that unemployment was not the 
result of the failure of producer-capitalism, but the failure of a faulty monetary system, 


“But if we cannot escape the re-appearance of substantial unemployment this is NOT 
the effect of a failure of ‘capitalism’ or the market economy, but exclusively due to our 
own errors which past experience and available knowledge ought to have enabled us to 
avoid”. (Ibid., p. 24) 


Therefore, it is on the second part of this statement of Hayek’s, that he, and those 
who think like him, should concentrate their attention as did Keynes in his Concluding 
Notes. 

There they will find that there is no hope of stabilizing the present economic 
system until the power of the banking system is subjected to the control of the State. 
On p. 27 Professor Hayek (in italics) has this to say, 


“The primary aim must again become the stability of the value of money’. 


To the student of the monetary system and the damage and misery that it has 
caused during the past two hundred and eighty six years it would be very interesting, 
indeed, to learn from Professor Hayek to which period in history he refers. 

Again, on p. 44, Hayek demonstrates the hopelessness of the case he is trying to 
defend. He says, talking of inflation and deflation, 


‘a secondary depreciation caused by an induced deflation should of course be prevented 
by the appropriate monetary counter-measures”. 


This is indeed for me a puzzling statement as it cannot mean anything other than 
that of which he accuses Keynes; Full Employment at Any price?. 
Finally, on p. 46. Hayek states: 


“The contention that a general rise of prices made possible by an excessive increase in 
the quantity of money, and that, therefore, governmental monetary policy is wholly 
responsible for it, is today usually described as the ‘monetarist’ position’. 


But, as I have pointed out, the government is to blame, but not for the reasons 
the monetarists state, but because it allows the banking system to create money and lend 
at interest money which they do not legitimately possess, money which is actually the 
property of the nation, i.e., the total community's credit; it is this, that lies at the root 
of the majority of the nation’s economic problems. 

Sir Keith Joseph in his important speech at Preston (5/9/74) made this statement 
and, I am convinced, answers all the questions he raised as to the dire results that 
inflation will bring: 


‘And surely more and more people are coming to realize that there is no hope of 
controlling the growth of spending if the government does not control its own deficit, 
especially if it allows that deficit to be financed by money creation of the banking 
system” (My italics). 
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In that statement, my reader will the I am sure, agree that message that runs 
throughout this book is that the cause of inflation is our monetary system of bank 
created money. Coming, as it does, from one of the high priests of monetarism it gives 
me hope that its questioning will one day be brought into the open. 

Therefore, in Sir Keith’s observation lies the reason as to why Keynes's General 
Theory of Employment, Interest and Money could not achieve his objective of near-full 
employment. To have carried out fully that which Keynes showed would be necessary 
to achieve stability would have meant the end of the banking system as it now operates. 
Hence my firm belief that Keynes has been betrayed. 

As I have tried to show in the above two Institute of Economic Affairs publications, 
there is no reference, whatsoever, as to the importance of Keynes's conclusions as to the 
measures needed for the success of the General Theory, especially that of his insistence 
of a low rate of interest. 

It was, therefore, with just a slight hope, when I opened my copy of ‘Keynes Versus 
the Keynesians’, by T. W. Hutchinson and published by the I.E.A., that ic might be 
possible, that here one would read at least some references to the conditions Keynes 
discussed in his summary of the General Theory that would be necessary if his solution 
to the problem of unemployment was to succeed. But, alas, I was to find the same 
approach to Keynes as with the series of thirteen weekly articles by eminent economists 
which the Spectator featured between 7 August 1976 and 29 January 1977. 

Mr. Hutchinson, as with the Spectator articles was concerned with the conflicting 
interpretations put upon Keynes's theories and the distortion of Keynes's findings that 
the ‘Keynesians’ have committed in his name. For Hutchinson to claim, as he did on 
the title page, that the book is ‘An essay in the thinking of J. M. Keynes’ is at best a half 
truth for he, as with the general approach to Keynes, neglects Keynes’s conclusions. 

The continuing debate is around the failure of the General Theory to solve the 
problem of unemployment, and what is worse, to have produced the entirely new 
situation of inflation in harness or in concert with it, is simply because, as I have referred 
to above, that the private financial world saw in Keynes’s ‘deficit spending theory’ all the 
possibilities of loans to industry made possible through their bank created credit money, 
rather than credit created by the State, or on behalf of the State at near-zero rates of 
interest. 

This, in fact, is, the cardinal point, which alone explains the paradox of 
Unemployment with Inflation. For if the authorities had implemented Keynes's policies 
in full our present predicament could never have arisen. After discussing the ways in 
which economic theory is altered or adapted in favour of political forces, I wonder just 
what doubts were in Hutchinson’s mind to lead him to insert on p. 2. a quotation from 
Volume 3 of Professor Bronfenbrenner’s — The Structure of Revolution in Economic Thought: 
History of Political Economy? 

‘At the same time ... there is leached out of the original thesis whatever implications 
seem threatening to the ruling class’. 

Therefore, the real debate should be about this ruling class and just who and what 
they are. For me there is no longer any doubt, it resides with those with the all- 


THE BETRAYAL OF KEYNES 339 


embracing power to exercise control over the nation’s credit, and this power resides in 
the banking system, and it is to this group alone that Professor Bronfenbrenner’s statement 
can be justifiably levelled. 

Thus, we can see why quotations like the one following have been “leached out” 
of most orthodox references to Keynes's General Theory of Employment, Interest and 
Money, because they hold a great threat to the real “ruling class”. The one thing I feel 
sure that the economists and politicians would agree upon, if this subject came into the 
open, is that Keynes saw as the ruling class the money-capitalist, and singled out ‘money 
creation’ as the basis of their power which makes it possible for them to rule us through 
the monopoly of their private banking system. Keynes had this to say on the subject: 


‘The State will have to exercise a guiding influence on the propensity to consume partly 
through its scheme of taxation, partly by fixing the rate of interest, and partly, perhaps, 
in other ways. Furthermore, it seems unlikely that the influence of banking policy on 
the rate of interest will be sufficient by itself to determine the optimum rate of investment. 
I conceive, therefore, that a somewhat comprehensive socialisation of investment will 
prove the only means of securing an approximation to full employment’. (p. 378) 


The last part of the above quotation must have set the alarm bells ringing in the 
banking world for here was a famous economist and monetary expert advocating that 
which they thought their forbears had laid to rest for ever; the creation of a State Bank 
which would with the nation’s credit bring all new money into existence at a near-zero 
rate of interest. 

The following quotations, therefore, taken from the ‘closed’ section of Keynes's 
thinking on this critical subject of interest rates are of vital importance if we are to 
appreciate why it is that The General Theory seems to have failed in its objective of 
attaining near-full employment. 


‘The justification for a moderately high interest rate has been found hitherto in the 
necessity of providing a sufficient inducement to save. But we have shown that the 
extent of effective saving is necessarily determined by the scale of investment and that 
the scale of investment is prompted by a low rate of interest’. 


T feel sure that the demand for capital is strictly limited in the sense that it would not 
be difficult to increase the stock of Capital up to a point where its marginal efficiency 
had fallen to a very low figure’. (p. 375.) 


Even though, as Keynes continues, 


Tt would mean the euthanasia of the rentier, and consequently, the euthanasia of the 
cumulative oppressive power of the capitalist to exploit the scarcity value of capital.’ 
(p. 376) 


Before we continue the examination of Keynes teachings I would suggest that the 
following important factor which did not exist to anything like the extent we find today 
should be borne in mind: the Welfare State. When Keynes was writing his General 
Theory (published in 1936) economic thinking held that unemployment (i.e., deflation) 
was the opposite of inflation and, therefore, they could not both occur at the same time, 
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but now, contrary to expert prediction, we are faced with exactly that - Unemployment 
and Inflation. 

I suggest that what we really need is a new definition of unemployment for 
monetary and economic analysis. It is obvious, that in spite of not working, a sizeable 
proportion of the unemployed are, in the main, receiving incomes or allowances 
approaching that to which they would have received if they were working, In fact, it is 
known that a number are in receipt of sums equal to, and sometimes exceeding, that 
which they would have earned if they were working. 

The present situation is then, a somewhat disguised form of full employment. 
Fundamentally, therefore, the spending behaviour of the unemployed is the same as 
those who are employed, but in their case they are consuming without producing. 
Therefore, I suggest, we already have monetary full employment. Thus our problem 
today is precisely that which Keynes visualised on p. 118, 


“When full employment is reached any attempt to increase investment still further will 
set up a tendency in money prices to rise without limit, irrespective of the marginal 
propensity to consume, i.e., we shall have reached a state of true inflation’. 


The Welfare State that was to develop from — Full Employment in a Free Society, 
a report by William Beveridge published by Allen & Unwin in 1944, has, in my 
opinion, produced a situation that Keynes had not foreseen. We could conclude that 
there is no escape from a monetary collapse as the vast internal deficits created to meet 
the needs of the welfare state are piled on the ever-increasing debt burden bringing with 
it mounting demands of increased taxation and domestic rates to meet the interest 
payments. Add to this the trade deficits, the result of increasing imports necessary to 
meet the demands of the population who, although not producing, are, never the less 
spending and consuming, more or less the same as if they were employed and producing 
new wealth. 

This new situation should, therefore, be described as “full employment” in the 
sense that the total potential work force has a demand on the Gross National Product 
(G.N.P). It follows from this that as three million or so, unemployed consume without 
producing we have the classical equation of ‘too much money chasing too few goods’. 
Hence the paradox of unemployment with inflation. 

It is just another of the many distortions we have seen thus far in our historical 
investigation into the real causes of inflation, which, without doubt, have been caused 
by interest and by a constantly changing interest rate. If the interest rate, which is really 
the price charged for the cost of borrowing money, is subjected to sudden, and sometimes 
violent changes, such as we have witnessed during the past decade, so will the price of 
everything behave in a similar manner. 

A stable currency, therefore, is impossible without the stability of interest rates. To 
read, today, as I write 5/4/1980, that, ‘Dear money grip tightens on the World Economy’ 
(Daily Telegraph) fills me with utter dismay as to the sheer madness of the authorities 
in even considering the possibilities that such actions can stop inflation without bringing 
on a world depression. It is, for me, beyond comprehension that Britain and the U.S.A. 
should even contemplate laying such a burden on the shoulders of producer-capitalism 
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of such crippling high interest rate charges of 17 per cent MLR and 20 per cent prime 
rate respectively. 

To keep in business firms will, as long as possible still keep borrowing and passing 
it on to the consumer bringing a further upward twist to the ‘inflationary-spiral’ followed 
by conflict with the trade unions in their efforts to maintain their members’ living 
standards. Of course so-called capitalism is doomed as our elected leaders seem determined 
to destroy the stability of money, by the failure to recognise that the interest rate is the 
yard stick of the cost of money. 

Our examination of The General Theory of Employment, Interest and Money will 
show us how the first part of Keynes’s findings could be used to solve the problem of 
mass unemployment. In the second part, Keynes showed what would be necessary to 
avoid the problem of inflation. Therefore, because the second part has been ignored we 
now have a far worse situation of Unemployment with Inflation. 


In the most simple terms possible the following are the main findings of Keynes 
in his theory of employment, or, in other words in his search for the cause of 
unemployment. 

‘In a given situation technique, resources and costs, income depends on the volume of 

employment.’ 


‘The community’s income and what it can be expected to spend on consumption we 
shall call the propensity to consume’. (p. 28) 


‘The amount of labour in employment depends on the amount which the community 
is expected to spend on consumption and the amount devoted to new investment. These 
two factors constitute effective demand.’ (p. 29) 


‘Hence the volume of employment in balance depends on the above factors. This it the 
essence of the General Theory of Employment’. (p. 29) 


‘The propensity to consume and the rate of new investment determine between them 
the volume of employment, and the volume of employment is uniquely related to a given 
level of real wages.* (p. 30) 


‘This analysis supplies us with an explanation of the paradox of poverty in the midst 
of plenty. The mere existence of an insufficiency of effective demand may, and often will, 
bring to a stop the increase of employment’. (p. 30) 


‘The richer a community, the wider will tend to be the gap between its actual and its 
potential production.’ (p. 31) 


‘Worse still. Owing to a large accumulation of capital (equipment to earn an income 
for its owner) opportunities for further investment are less attractive unless the rate of 
interest falls at a sufficiently rapid rate’ (p. 31) 


Thus the Marginal Efficiency of Capital, (in essence to induce new investment the 
potential margin, i.e., the rate of return over cost, must exceed the rate of interest) and 
we find that, increasingly since 1957, Keynes's insistence of near-zero interest rates has 
been completely ignored by the authorities and has, therefore, brought about, the 
unprecedented situation of Unemployment with Inflation. 
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On p. 32 Keynes in his approach to the examination of the paradox of poverty 
amidst plenty tells us that Malthus opposed Ricardo’s belief that it was impossible for 
effective demand to be deficient. However, since then Ricardo’s theory has been the 
accepted policy by statesmen and the academic world. Effective demand, says Keynes, 
is not mentioned in the works of Marshall, Edgeworth and Professor Pigou. But it lived 
on in the teachings of Karl Marx, Silvio Gesell and Major Douglas, and many others, 
as I have already shown who are at present in the ranks of the ‘forgotten men’. Keynes 
says, p. 43., he believes that much unnecessary perplexity can be avoided in dealing with 
the behaviour of the economic system as a whole if we limit ourselves strictly to the two 
units; money and labour which is, in my view, production equated to consumption by 
fiscal action, thus a true free market economy. 

Introduce bank created money and all the problems the economy is beset with 
must inevitably arise. 

On p. 110 we find Keynes is illustrating the effect of changes in the interest rate. 
As with so much of the General Theory it is not easy to follow, but the gist of it, as I 
interpret it, is as follows. The interest rate is the price or cost one pays to borrow money 
and as with all costs, supply and demand is the controlling factor. Thus Keynes postulates, 
in reference to the propensity to consume, that 


‘the influence of changes in the interest rate on the amount saved is of paramount 
importance but is in the opposite direction to that usually supposed.” (Keynes italics). 


A higher interest rate diminishes the propensity to consume. Thus a rise in the 
interest rate reduces incomes as less investment will take place. Again we see Keynes is 
demonstrating that the margin of savings is the unspent proportion of Income. It 
represents the proportion of goods produced for which there is no market. Thus for the 
producer rising interest rates destroy the marginal efficiency of capital. (i.e., it destroys 
that which the producer hopes to earn on his plant and machinery.) 

We now turn to Chapter II - The Marginal Efficiency of Capital. Again as with 
much of Keynes's theory this has been since the late 1950’s when interest rates started 
the upward climb completely ignored. In fact, the authorities have acted in the ‘opposite 
direction’ to that which Keynes showed was needed to achieve reasonable economic 
stability. 

On p. 136 Keynes states that the marginal efficiency of capital is the expectation 
of yield and the current supply price of the capital asset. It depends on the rate of return 
expected to be obtainable on money if it were invested in a newly produced asset. 

It is this definition by Keynes of the crucial importance of the rate of return 
expected to be obtained on money invested in a newly produced asset that makes one 
extremely anxious for the future when viewed in the light of the vast amount of cash 
that flows every week into the hands of pension funds, insurance companies and trusts. 
Of the total cash flow into these sources for 1979 which amounted to over 
£10,000,000,000 over £5,000,000,000 found its way into national and local authorities 
debt, over £1,000,000,000 into property and £650,000,000 into overseas investment. 
Over £1,000,000,000 was kept liquid. 
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It can, therefore, be seen that of this immense flow of cash only about a fifth 
(£2,000,000,000) was available for the creation of new wealth to meet the present and 
future demands of the £8,000,000,000 which found its way into interest demanding 
debt. Again we see another of the fundamental findings of Keynes completely ignored. 

Keynes p. 104, says: 


“Consumption — to repeat the obvious — is the sole end and object of all economic 
activity”. 

‘Aggregate demand can be derived only from present consumption or from present 
provision for future consumption’. 


Therefore, he concludes: 


“We cannot as a community, provide for future consumption by financial expedients 
but only by current physical output”. 


Seen in the light of this judgment as to what true capitalism represents can any 
body seriously believe it can survive the demands laid upon it by “financial expedients.” 
Crystallized in the act of figures above can be seen the cause of the failure of British 
industrial effort during the past hundred years. 

First, the ever-increasing taxation of the community to meet the interest payments 
on the National and Local Government debt, which, in essence, is consumption without 
production. 

Second, the £1,000,000,000 invested in property can only remain profitable just 
so long as true capitalism i.e. the real economy is capable of producing profits to pay 
the rents and rates by which this ‘financial expedient’ exists. 

Third, the £650,000,000 which went into investment overseas meant, in the main, 
the denial of capital equipment to our own industry and the improvement of our 
competitors to undercut our prices. The most recent example of this misuse of the 
community's real wealth is the notorious Polish ship building deal. It is, in my opinion, 
a classic case of the ‘financial expedients’ that laid the beginnings of the decline of British 
industry, i.e., exporting the nation’s real wealth on credit. In other words, the Labour 
government to provide work for British ship-builders used real wealth created-by the 
efforts of British industry to provide £112,000,000 to build the ships and literally to 
give them to the Poles. The Poles’ contribution to this disgraceful agreement was a 
capital sum of £50,000. To add insult to injury the British taxpayer will now have to 
find an extra £40,000,000 owing to a late delivery clause. We learn from the Committee 
of Public Accounts that the Poles insisted on a 100 per cent credit and that, they were 
not so much interested in the ships but to boost their currency which enabled them to 
win shipbuilding orders by undercutting the Japanese. And to this monstrous example 
of financial expedients, Sir Peter Carey, Permanent Secretary for Industry said, “It was 
doubtful whether British ship builders would accept a contract of that magnitude on 
such terms again”. 

My reason for quoting this terrible indictment of ‘exporting on credit’ at length is 
to show that it is the reason why I embarked on the writing of this - THE OTHER 
ROAD TO SERFDOM. It was, as my reader will recall, the findings of P. C. Loftus, 
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M.P. that the ‘main cause of unemployment’ was the direct result of exporting the 
nation’s wealth on credit. However, we can be certain that under our present system 
monetary and economic thinking, in spite of Sir Peter Carey's doubts, this madness will 
occur again. 

Finally, over £1,000,000,000 of this £10,000,000,000 cash flow was kept liquid, 
ie., a tidy sum to switch about overnight into sources of highest interest rates. Once 
again Keynes's opinion was not likely to win him any friends within the investment 
institutions. For his view was: 


“Of the maxims of orthodox finance, none, surely, is more anti-social than the fetish 

of liquidity.” (p. 155). 

The following shows how convinced Keynes was of the anti-social nature of liquidity, 
that we find him questioning the classical school of economics view of the rate of 
interest and that it was NOT self adjusting to the social advantage, “but constantly 
tends to rise too high so that a wise Government is concerned to curb it by statute and 
custom”. Thus, Keynes says, “The destruction of the inducement to invest by excessive 
liquidity preference was the outstanding evil, the prime impediment to the growth of 
wealth, in the ancient and medieval worlds”. (p. 351). 

Thus, to sum up as I feel sure Keynes would have done, four-fifths of that staggering 
figure of £10,000,000,000 demanded interest rates that destroyed the marginal efficiency 
of capital. Therefore, as Keynes makes clear the confusion over the interpretation of 
marginal efficiency of capital lies in the failure to see that “it depends on the prospective 
yield of capital, and not merely on its current yield.” (p. 141). 

Keynes considered the Marginal Efficiency of Capital to be a key factor in the 
understanding of The General Theory. He says “the marginal efficiency of capital is of 
fundamental importance because it is mainly through this factor that the expectations 
of the future influences the present”. (p. 145). 

It is of great interest here, in our history of the cause of Inflation, to point out that 
Keynes in Chapter 22 examines the violent fluctuations that occur and known to 
economists as the Trade Cycle, but better known to businessmen and workers as booms 
and slumps. He shows these are, in the main, the results of changes in expectations of 
the marginal efficiency of capital. 

Thus, Keynes says, the claim in the proceeding chapters of the General Theory is 
that it shows what determines the volume of employment. It follows, if the theory is 
correct that it must be capable of explaining the phenomena of the Trade Cycle. (Chapter 
22, p. 313) 

Keynes in his examination of the Trade Cycle makes the following points, which 
are for me crucial in my case regarding the Cause of Inflation. He says we think of the 
‘crisis’ preceding a slump as being caused by a rising interest rate brought about by the 
increased demand for money for trade and speculative purposes. But, he suggests, the 
real reason is a sudden collapse in the marginal efficiency of capital, therefore, ‘precipitating 
a sharp increase in liquidity preference — and hence a rise in the rate of interest’ thus, 
bringing dismay and uncertainty, as to the future. (p. 316) 
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To return to confidence, Keynes considers, to be difficult to control in an economy 
of individualistic capitalism (my true capitalism) and that it is this aspect that economists 
who have put their faith in a ‘purely monetary’ remedy have underestimated. (p. 317) 

It is, with reference to the above increase in liquidity preference bringing a rise in 
the rate of interest, and the faith in a ‘purely monetary remedy’ that I quote from 
Chapter 15 — Incentives to Liquidity, p. 205. Here he is pointing out “that the quantity 
of money created will, other things being equal, determine the rate of interest, or more 
strictly, determine the complex of rates of interest for debts of different maturities.” 

Thus, “broadly speaking” says Keynes, “the banking system and the monetary 
authority are dealers in money and debts and not in assets or consumables.” 

Throughout the General Theory Keynes is demonstrating, and it is obvious as to 
why this devastating exposure of the monetary system is suppressed, that the whole 
objective of economic activity is production for consumption, i.e., producer-capitalism. 
Producer-capitalism can only succeed if interest rates are low which means, generally 
speaking, the marginal efficiency of capital must be lower than the bank rate otherwise 
money will flow into the high interest rate channels. Thus we see at this point the 
conflict between producer-capitalism, i.e., true-capitalism; and money-capitalism’s i.e., 
impostor-capitalism. 

The former’s need is for that of low interest rates to maintain effective demand and 
foster faith in investment for the future. The latter, i.e., concerned with selling debt, i.e., 
banking loans and the central and local authorities in selling securities and bonds, which 
they do by pitching the interest rates above that which destroys the marginal efficiency 
of capital. Therefore, stated in its most simple form there can be no release from man’s 
economic tribulations until producer-capitalism is released from the burden of bank 
created money as the result of all new money brought into existence by the State at near- 
zero rates of interest. 

It is the faith of economists and most politicians guided by their teachings in our 
present monetary policy that prevents any attempt to question the true nature of the 
monetarist and as we have seen with all past expedients it must fail. 

Every page of the General Theory of Employment, Interest and Money, makes it clear 
beyond any doubt whatsoever, that the policy of money supply control, (as advocated 
by Milton Friedman) must fail for the following reasons. 

If the amount of money created by the banking system is greater than the Gross 
National Product (GNP) then inflation must follow. 

The present rapid increase in the money supply is bank created money, i.e., new 
money put into circulation without a corresponding increase of goods and services. It 
is credit money based upon the virtual wealth of the borrower who has placed himself 
in the position of a debtor to the banking system in spite of the fact, as in most cases, 
an asset of ‘real-wealth’ has been deposited as security. 

Thus a situation of Alice in Wonderland absurdity where individuals, industry and 
the State, the total community, are forced to pay interest on their own assets. Money 
reformers are regarded as cranks if they refer to this bank created money as ‘money out 
of nothing’ when commonsense, of course, tells us that it should be impossible to create 


346 THE OTHER ROAD TO SERFDOM 


something out of nothing. But bankers achieve this apparent impossibility every time 
they exercise their fraudulent privilege of lending money which does not exist, based 
upon a fraction of cash in their tills, which is in fact the property of their depositors, 
and the various near monetary instruments, through which they have managed to 
achieve this seemingly impossible trick. 

Therefore, because we have over the past two hundred years or so, piled up bank 
indebtedness, be they borrowing for personal, industrial, local authorities or the State, 
an ever-increasing proportion of all newly created money goes in paying interest on 
money created in the past by the banking system. These increasing amounts of bank 
created money with their ruinous rates of interest must always be greater than the 
nation’s productive-capacity, i.e., the marginal efficiency of capital. 

Inflation, therefore, is inherent in the system and is unavoidable within our present 
system of money creation. And so, monetarism, as with all past experience, will prove 
futile as it means trying to maintain the present system with less money. But as the 
nation’s indebtedness remains the same and the interest payments have to be met the 
whole community must foot the bill. We must, as a nation, become increasingly poorer 
for, although in the first phase of inflation there is a general feeling of being better-off, 
it is at the cost of past savings. This destruction of the value of money is the price the 
nation has to pay to meet the interest demands on the immense burden of bank created 
indebtedness. Therefore, inflation has been correctly described as the most vicious of all 
forms of taxation. 

This terrible threat to ‘true capitalism’ could never have arisen if in the early 19th 
century the government had set up a genuine State Bank to solve our economic problems. 
This was fundamentally the conclusion that Keynes arrived at. Therefore, the reason 
why Keynes is in disgrace is not because of the charge by orthodoxy of causing our 
present inflationary predicament, but that he questioned the whole of the present thinking 
on the subject of money. 

Mr. A. Whittam-Smith reviewed in The Daily Telegraph (22/5/80) volume 25 of 
Keynes's collected writings activities 1940-44. His quotes are all typical of the views that 
Keynes held to be necessary for the gradual establishment of order in the world of 
monetary affairs. I hope Mr. Whittam-Smith will be allowed to develop the view he put 
forward at the conclusion of his review of Keynes's letters, where he says: 


‘And Keynes is not such a discredited master that many of his ideas are unworthy of 
fresh examination: indeed quite the reverse.” 


In the light of that belated appeal it is of great interest to read the editorial of The 
Daily Telegraph (17/5/80) and its heretical headline “Economic No-Go Areas’, Among 
the many observations which the reader will find are the following and I am sure he or 
she will agree that they are the overall message of this book. 

1. As inflation rises, Government and the nation alike are wondering what has 
gone wrong. 

2. That the Treasury has convinced its masters that high interest rates could 
hold or reduce inflation. 
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3. To meet the increasing bill the Government sells increasing quantities of 
promissory notes. To do so it must raise interest rates. 

4. Some are bought by the public, some by foreigners, some by institutional 
investors, and some by the banks, which use them as a base for expanding 
their own lending. 

5. Private industry and commerce compete as best they can, borrowing from the 
banks. 

There are many other criticisms of the present hopeless situation we, and most of 
the capitalist world, are in, and I will conclude with the last sentence, 


“We have a choice between cuts in public spending, hyper-inflation, or a crippling 
inflationary recession as the private sector breaks down. The government alone can 
choose”. 


I only wish I could agree that any of these three choices offered could possibly 
provide the answer to inflation, but they do not. 

To return to Keynes where we find on p. 353 he discusses the “unduly neglected 
prophet Silvio Gesell” whom on Keynes's own admission, for a long time he considered 
him a crank, but eventually realised chat he had in writing The General Theory, arrived 
at the same basic conclusion that Gessell had formulated, in The Natural Economic Order 
(p. 297), i.e., 


“That the growth of real capital is held back by the money-rule of interest, and that 
if this brake were removed the growth of real capital would be in the modern world, 
so rapid that a zero-money rate of interest would probably be justified, not forthwith, 
but within a comparatively short period of time”. 


However, in spite of Keynes's brilliant elucidation of what would happen, and is 
happening, the authorities have continued to ignore, to the nation’s great peril, this 
basic, and factual analysis of the fault in our monetary system. What is worse, in the 
name of monetarism they have pushed the interest rate from Keynes's ‘ideal’ of about 
2 per cent to a record 17 per cent, where, as I write, it still stands. 

And so, Keynes wrote as the first sentence in his Concluding Notes (p. 372). 


“The outstanding fault of the economic society in which we live are its failure to provide 
for full employment and its arbitrary and inequitable distribution of wealth and 
incomes” (p. 372). 


It is my conviction that the above quotation is as valid for today as when Keynes 
wrote it. It will be these “outstanding faults” which will bring about the destruction of 
“true capitalism” through the lack of will, or ability on the part of the establishment that 
the only way out of the dangerous situation the capitalist world is in is to stop the 
banking system’s debasement of the currency. 

In writing his concluding notes I feel certain that Keynes felt it was necessary to 
distil che weight of his theories on Employment, Interest and Money, in terms the 
layman could understand. 
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The result is a concise exposure of our present unworkable monetary system. His 
clear unmistakable reference to the rentier class and the part played in their power ‘to 
exploit the scarcity value of money’ leaves no room for any doubt as to his meaning. 
Equally his compelling reasons as to why the degree of Socialism demanded by the 
Labour Party is unnecessary and undesirable. And that the reform of the monetary 
system would bring to an end the majority of internal problems against which Socialist 
solutions are directed. 

Keynes was deeply concerned to show that individualism is the best safeguard of 
personal liberty and that the exercise of free choice would be the greatest of all losses 
that the totalitarian state would bring. 

Leading from reform of the monetary system Keynes shows how we would be 
released from the competitive struggle for world markets which under the gold standard 
all measures to cure unemployment were ruled out in the determination to improve the 
balance of trade on income account. From this he illustrates that international trade 
would cease to be a desperate expedient to maintain employment by forcing sales on 
foreign markets and restricting purchases. Trade would then become, says Keynes, 


‘a willing and unimpeded exchange of goods and services in conditions of mutual 
exchange”. (p. 383) 


It was the same conclusion that Adam Smith arrived at over two hundred years ago 
when he wrote, 


“By advantage or gain, I understand not the increase in gold or silver, but that of the 
exchangeable value of the annual produce of the land and labour of the country, or the 


increase of the annual revenue of its inhabitants.” 


However, this great truth never materialized and it would seem that in the passing 
of the fortyfour years since the publication of the General Theory, Keynes's teachings are 
to suffer the same neglect. 

In the final section Keynes tells us he was fully aware of the difficulty of changing 
the opinions of his generation and ended his great work with these words: 


“But, soon or late, it is ideas, not vested interests, which are dangerous for good or evil.” 
(p. 384). 


Fifty-seven years ago, Keynes, speaking at the liberal Summer School on Currency Policy 
and Unemployment, said that, 


“Only by wisely regulating the creation of currency and credit along new lines can we 
protect society.” 


These thoughts were to be fully developed and reached their definitive form with 
the publication of The General Theory of Employment, Interest and Money. With the 
passing of time economists and politicians still reject the all-important reforms that 
Keynes had seen to be necessary to ‘protect society’. 

Thus, in spite of the central feature of Keynes's theory that of the “somewhat 
socialisation of credit” with interest rates at about 2 per cent, which would have meant 
the ‘euthanasia’ of the rentier class (money capitalism fuelled by private bank created 
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credit money). We read in the Daily Telegraph 14/9/81, that the NEC/LAB would 
finance a range of public sector projects by “selling government debt”. 

Therefore, in doing so accept and would continue the very system that lies at the 
root of The Threat to the Survival of True Capitalism. 

Thus the reason for the paradox of the continuation of the money-capitalist system 
by a Socialist government. 

With the passing of time we can see as to why Keynes believed that no genuine 
progress could be made or achieved through the Conservative party or the Labour party 
and, therefore, exerted his energies to the revival of the Liberal party as the “protectors 
of society”. 

Alas, we find the unholy alliance of money-capitalism and Marxist-Leninist theories 
of the Labour party as deeply entrenched as ever and to fill the cup to over-flowing we 
are now witnessing, in its desire for power, the Liberal party allying itself to the Social 
Democrats which is still determined to pursue the goal of Socialisation of society. 

Therefore, for me, the situation is at present, to say the least, very precarious, as 
influenced by young academicians of the thirties who had been caught up in the 
acceptance of Marxism. They passed on their new political and economic philosophy to 
the young men of our universities many of whom today occupy positions of power in 
the civil service and teaching professions. Others, journalists, politicians and trade union 
leaders have, by varying degrees, been influenced in the same way, but in the passing 
of the last thirty years or so, have failed to convince the electorate that the policies of 
the Left are really what they want. Therefore, I pray Keynes's ideas for good will 
eventually prevail. 

My anxiety for the future is that there seems to be nobody influential enough to 
bring Keynes’s teachings to the laymen, for the reasons I have tried to show throughout 
this book; the protection of the private banking system exerted through the corridors 
of power, tacitly aided and abetted by the Left for the furtherance of their policies, has 
always succeeded in the suppression of any serious attempt to show that there is a way 
in which social improvements can be brought about without the destruction of the 
relative freedom we enjoy it at the present. 


Notes 


1, Published by Macmillan & Co, London. First edition Feb. 1936. 
2. Real Wages are the real value of what the money in one’s wage packet will buy. (In this context 
Keynes is talking of savings, hence less effective demand, i.e., less effective consumption). 


CHAPTER 11 


These Men Protest too Strongly 


“The banker is a merchant of debt, and his assets as well as liabilities consist merely 
of debts; the whole system is built up of promises to pay erected on a narrow basis of 
cash.” 


An Outline of Money by Geoffrey Crowther. 


The Wilson Committee’s Enquiry into the Functioning of the Financial 
Institutions 


The main fact that emerges from the Wilson Committee Report is, as the case of the 
two previous committees — The Macmillan Report (1931) and the Radcliffe Report (1957), 
the failure — or unwillingness — to identify the malfunctioning of the creation of the nation’s 
money-supply by the banking system. 

In fact it was agreed there should be no control over the method by which the 
banks are allowed to create the money supply. Therefore, the monetary source, from 
which the majority of our economic problems arise, as usual, was ignored. 

There is absolutely no reason, as we have seen before, for the banking system to 
be nationalized. All that would be necessary, is for Parliament to get a State Bank 
through which the nation’s money supply would be brought into existence free of 
interest charges. The banking system would then have to reorganise its charges for its 
services to cover costs and to make a profit in the same way as every private business 
is forced to do if it is to remain in business. 

But, as is shown throughout this history of the cause of inflation, it is the lending 
of money which they do not possess and charging interest on the loans, that has loaded 
the nation with such immense indebtedness that producer- capitalism will be forced to 
give up the struggle of trying to meet the interest demands. 

If this diagnosis is valid, then it is, indeed, ironic that Edward Heath, a merchant 
banker's man (from Brown Shipley & Co.) in the realization of the inflationary forces 
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he had unleashed, when he made it possible for the banks to create £5,000,000,000 of 
new money in the first nine months of 1971 and the havoc it wrought in the City as 
the result of the activities of the fringe banks and the property speculators, should have, 
in what must have been an unguarded moment identified this disgraceful example of 
the money-capitalists’ utter disregard for the stability of the nation’s currency, as the 
“unacceptable face of capitalism”. 

It is, therefore, little wonder that he fell so quickly from favour, as it was the 
banking system, and only the banking system, that made possible the orgy of speculation 
that rocked the City and threatened the bankers’ credibility. 

Thus, the Bank of England, i.e., in the final analysis the creditworthiness of the 
total community, had to intervene to save the banking system from its ever-present 
temptation to create new money. 

Yet we find the Wilson Committee, which included trade union leaders and others 
dedicated to the implementation of Clause 4 of the Labour Party's manifesto, accepting 
the City’s financial institutions, including banking, the power-house from which so 
much of their strength is drawn, as the “acceptable face of capitalism”. 

The muddle in which the committee found themselves over the question as to 
whether the needs of industrial investment can be satisfied by the present financial 
institutions, or whether it is necessary for the government to take action and divert 
funds from the insurance companies and pension funds, are typical of the lack of 
appreciation of the real functioning of money. 

The £10,000,000,000 cash flow enjoyed by the pension funds and insurance 
companies should, according to the trade union members of the committee, in part be 
either voluntarily or if necessary compelled to provide for new investment. But, alas, this 
would still mean, no doubt, interest rates that would destroy the marginal efficiency of 
capital. 

And so, we find, as with the previous probes into the ramifications of finance, 
criticism and recommendations abound, but all to no avail, as no genuine answer to our 
industrial problems can ever be found until a completely new authority is brought into 
being to create and control the nation’s money supply. 

In fact, we find half of the membership of the Committee were in agreement that 
the present institutions are capable of meeting the need for the changes they thought 
necessary. 

To illustrate the general acceptance of the position the banks occupy, it is suggested 
that there should be some arrangement for them to rediscount long-term bank loans so 
as to encourage them to lend on longer terms than at present. Also suggested was the 
provision of interest rate subsidies. I submit that recommendations along such lines, if 
carried into effect, would entrench the power of banking more firmly that ever in the 
control of the money supply. 

Furthermore, the claim within the Committee for the creation of a public sector 
investment bank is also a non-starter, as industry is not likely to borrow from such a 
bank any more than they do at present from the banking system if the rates of interest 
are the same, and can you for one moment imagine that the bankers would allow such 
a bank to invest in industry at lower rates of interest? 
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However, as with the Macmillan and Radcliffe Reports, in spite of the wide- 
ranging enquiries into the nation’s complicated financial structure, our position as an 
industrial nation will continue to decline until it is realised it can no longer support a 
monetary system which thrives at the expense of producer-capitalism on excessively high 
interest rates. 

The main impression left with me on reading volume 5 of the report which dealt 
with written and oral evidence from the Accepting Houses (merchant bankers), the 
Clearing Banks (In the main the Big Four High Street banks) and the Bank of England, 
was that, here again as with its predecessors, the Macmillan and Radcliffe reports, there 
is, although there is ample evidence to show there should have been, no questioning as 
to whether it is in the nation’s interest that the private banking system should occupy 
such a commanding position as creators of the nation’s money supply and, as would be 
the corollary of such power, will eventually move industry into the control of the 
banking system. 

Such a situation must eventually weaken the spirit of the entrepreneur which is the 
vital spark of a truly free economy as surely as it is stifled in every country where the 
nationalisation of all means of production has been forced upon its luckless people. 

It is absolutely essential for the survival of industrial and commercial freedom that 
the MLR (Minimum Lending Rate) should be no higher than 2 per cent and until this 
first and all-important step is taken, industry and commerce will become increasingly 
bank dominated. 

What should be self-evident is that the banking and financial institutions in their 
constant drive to attract savings are continually bidding up their interest rates, thus 
denying to industry the private savings which in the past has been their most important 
source of capital. It is this one monetary and economic fact that summarises the whole 
of Keynes's analysis of our economic dilemma. As we have seen in chapter 10 — The 
Betrayal of Keynes, he saw, and proved that our industrial system could never survive 
the demands laid upon it by the money capitalists under the present system of money 
creation. 

Therefore, if mankind’s precious freedoms are to be saved from the tyranny of a 
totalitarian state, industry must be freed from the bondage of ruinous interest rates. 

The Economist (18/9/71) writing under the heading - The Banking Revolution, 
saw the possibility that by 1980 “we would become a bank dominated rather than a 
stock market economy”. 


“For it really is worth remarking that this radical change of Britains whole internal 
financial system — which could well have a bigger eventual effect on British industry, 
British working habits, British competitive power than any other single economtc reform 
since the war — has not been the subject of a single clause of legislation. Parliament has 
barely discussed it. It has been fixed up as a gentleman's agreement in private conclave 
in the City. It would, however, be sensible if Parliament kept watch over how it works 
out.” 


So we see, as with much else, that this ‘radical change...has been fixed up as a 
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gentleman's agreement...” in the ‘private conclaves of the City” and that “Parliament has 
barely discussed it”. 

Furthermore, it is because Parliament appears to have exerted very little influence 
over the activities of the City during the past two hundred years or so, that they have 
allowed it to become the seat of real and continuing power. 

Thus the Wilson Report, as did its forerunners Macmillan and Radcliffe, reinforces 
my opinion that they are nothing more than imposing and expensive exercises for the 
justification of the continuation of a monetary system which, by its very nature, is 
against the survival of British industry. 

Thus Sir George Bolton (Chairman of the London and South American Bank) 
observed 


“Governments come and go, but central bankers are there for forty years”. 


Implicit in the following written and oral evidence given by the Committee of the 
London Clearing Bankers are further admissions that the foundation on which their 
existence depends is, in the main, the use of their customers’ cash and seven-day deposits 
as the base on which they build their structures of debt by loans or overdrafts, which 
then appear in the bankers’ books as deposits and, as we have noted previously, they are 
then allowed to inject new money into the nation’s money stock to the sum of eight to 
ten times the ratio of these assets, regardless of whether the economy can stand the 
increase or not. 


Thus we read in (Para. 2, p. 103)... 


“These banks are conscious of their position as custodians, and not proprietors of funds 
entrusted to them, and recognize that their continuing success in garnering deposits is 
crucially dependant upon the responsible deployment and prudent lending of these 
deposits”. 

The vital point here is, and it has been made several times in the previous chapters, 
although banks do lend a proportion of the interest bearing deposits, the monetary 
reformers’ case is that they use the vast flows of current account deposits, plus 7-day 
interest earning deposits, which are virtually ‘cash’, as the cash base on which they create 
the nation’s new money. 

Indeed, because they have this fantastic privilege, 


“They have developed a powerful lending capacity to meet the needs of industry and 
trade.” (para. 2, p. 103) 


We read (Para. 5, p. 104) that... 


“The stability of the deposit base provided by branch current and 7-day accounts 
underpins the structure of the lending and there would be repercussions to the detriment 
of industry and trade should this stability be destroyed”. 


Thus a perfect example of, and a tacit admission, as to how the banking system 
creates new money by loans and overdrafts based upon the confidence provided by the 
total flow of interest free, or low interest rate deposits, the property of the depositors, 

On several occasions in their evidence the bankers made it quite clear their concern 
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over the importance of these deposits. Thus under the heading Stability of the Clearing 
Banks’ Deposit Base, we are told that, 


“The whole of the clearing banks’ activities, and particularly their lending services to 
industry and trade, are dependent on their continuing ability to maintain and increase 
their deposit funds”. 

Therefore we should not be surprised to learn of their great concern as to their 
decreasing share of small deposits. Their reason advanced for this is the unfair advantage 
enjoyed by the building societies, the National Savings movement and life insurance 
companies by certain fiscal advantages in tax privileges, and that the building societies 
do not have a reserve assets ratio the same as the banks. 

It is argued that as these are deposited with the building societies there are less for 
the banks, therefore, they have less to lend. This we have seen, time and time again in 
previous chapters as the Great Deception. It is the new money they, and they alone are 
privileged to create, which is the answer to the great monetary problems of the past, and 
none more so than at the present time. 

Let us in a broad outline examine their case. Of the savings deposited with the 
building societies a proportion is regarded by the depositors as a ‘bank current account’, 
in other words, for paying in and drawing out. Mr. Smith pays in £100 cash and a 
cheque for £200. What happens? The cashier puts the £100 cash into the till and at the 
end of the day all cheques are paid into the building society's bank account. During the 
day, Mrs. Brown comes along and draws £100 in cash from her account to pay her 
electricity bill. Thus at the end of the day Mr. Smith’s cheque for £200 is in the bank's 
till and his cash deposit of £100 have now been paid into the Electricity Board’s bank 
account. Therefore, there has been no loss to the bank’s current account flow. In fact, 
I would suggest, they should be grateful that these payments, in and out, have lessened 
the pressure on their cash transactions. 

However, let us try to trace in this monetary jungle other aspects of this complaint 
of “unfair” competition on the part of the building societies. Apart from the small 
amounts involved, as shown above, of the total deposits taken by the societies, by far 
the greater proportion is loaned on mortgage for house purchase. 

As is well known, a proportion of these loans will be used by borrowers to move 
up-market and during the period of negotiation of the sale of their property to the 
purchase of their new property it very often necessitates a bank loan. Nothing here for 
the banks to complain about, neither is there in that which follows. Eventually the house 
complete contracts and the necessary cheques pass hands and, where do they go? Of 
course, back into the bank accounts of those concerned. So we see once again these vast 
movements of money have formed part of the banking system's current accounts. In a 
similar way the same thing applies to the building of a new house. As the builder settles 
his accounts with his suppliers, so his cheques flow through the banker's till. 

A proportion of the building societies’ deposits will find their way into bank 
deposits, or certificates of deposit. Also, societies will lend a proportion to local authorities 
who again, as previous examples show, will spend the money in the settlement of debts 
due by writing cheques, which once again flow through the various current accounts of 
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the banking system. Only when the building societies purchase government securities 
will the banking system feel the immediate loss, but, as with the private sector, eventually 
these borrowings will be spent through the nation’s economy and must therefore find 
their way into the bankers’ tills. 

Therefore, this ‘cash’ flow and the privilege to create new money up to a ratio of 
ten times, or more, is the source of the private banking system’s power to enmesh every 
activity of the State and the people in ever-increasing interest bearing debt. 

We find (p. 196) Sir David Orr asking the all-important question as to the bankers’ 
concern over Sterling deposits, and it is upon this part of the equation in the money 
supply problem that the solution rests. 


“benefit from the current rate of interest. Last year there was a credit balance of around 
£20,000 million in current accounts.” 


Yet, in spite of this fantastic privilege afforded to the clearing banks by the authorities, 
they still have the audacity to complain of ‘unfair’ advantages allowed to the building 
societies. 

As shown in the Introduction to this ‘history’ the monetary reformers’ case rests 
upon that one simple fact, and no matter what explanations orthodox monetary and 
economic thinking advances to explain away this unwarranted privilege, it is this money 
which provides a large part of the ‘cash’ base by which the bankers constantly bring into 
existence their fictitious money. 

Therefore, as the Radcliffe Committee reported, that as the result of the lack of 
any real control of the money supply, and whatever action the authorities took, the 
situation continually slipped from their grasp as the result of the growth of new financial 
institutions. 

What is fairly certain 1s that Mrs. Thatcher’s government’s guideline of M.3. is 
bound to fail, as there are far too many ways in which money can bypass and undermine 
the present controls. For instance, the rapid development of acceptance credits and the 
large flows of money from abroad, attracted by the abnormally high interest rates, had 
the disastrous effect of inflating the money supply and the resultant high exchange rate 
— coupled with the equally ruinous — interest rates, has virtually priced British goods out 
of the home and overseas markets. 

We return to the Wilson Report and we find a further instance of the banks’ 
recurring concern as to the building societies’ privileged position in attracting deposits. 
(p. 207) In answer to the banks’ provision of housing finance Mr. Tuke said in answer, 


“If we had this advantage (he was referring to the fiscal privileges granted to the 
building societies) we would in effect set up a subsidiary, or a system that would do it 
just as well, if not better than the building societies”. 


It would be, indeed, surprising if they could not do better with their subsidiaries’ 
fingers in the £20,000,000,000 interest free accounts. 

The nub of the problem can be briefly stated as follows. The banks, throughout 
their evidence, showed great concern as to the proportion of deposits they were receiving, 
and as we have noted, the building societies were the prime target for their complaint 
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of unfair tax privilege which has enabled them to attract an increasing proportion of 
deposits from them. The banks refer to their current and deposit accounts as “retail” 
deposits, and because they cannot get as many of these as they would wish to have, they 
have resorted to “wholesale” deposits, these being borrowings from the wholesale markets 
for which they then have to pay competitive rates of interest. 

The question then asked (p. 197) was, 


“Do you regard the wholesale deposits as a safer base for lending than retail bank 
deposits?” 
To which Mr. Tuke replied, 


“No, not a safer base, because the retail deposits of customers up and down the country 
current accounts and deposit accounts are historically a very more stable base than 
money raised on the market”. 


This reply is, in essence, the key to the whole problem of the money supply, as 
these non-cost, or very low cost retail deposits and the privileged position the banks 
occupy in being allowed to use these deposits as the base on which they erect their 
immense debt structures. 

Therefore to read (p. 207) in giving evidence, Mr. Tuke (Chairman of Barclays 
Bank, also, chairman of the Committee of Clearing Bankers) stating, 


“In fact our most stable money historically has been the shortest term of all, current 
account money, that is the stuff that really sticks”. 


Thus we have confirmation of that which the goldsmiths during the mid-17th 
century discovered. As treasure was withdrawn from their strong-rooms, so it was replaced 
by further treasure and upon this fact they found they could create up to ten times the 
amount of loans — hence ‘money out of nothing’, the birth of the modern, fraudulent 
banker. 

We read therefore, Rowland Gribben writing in the Daily Telegraph (2/2/81), of the 
banker’s fear of a levy on profits made on this “historically stable money”. 


“Customers get no interest on the surplus in their accounts and the banks are able to 
lend and circulate the money...” 


If we look at the banks’ complaint of “unfair advantages”, i.e., the composite rate 
of tax, we find that the building societies pay the basic rate of tax instead of their 
depositors. Thus from an economy point of view the Inland Revenue are able to collect 
in one fell swoop the tax due on the total deposits of the building societies, instead of 
assessing each depositors’ account separately. Therefore, with a large proportion of these 
deposits drawn from small private savings it is very doubtful whether the tax advantage 
gives the societies a very much greater margin of advantage. 

I would suggest, therefore, that the real reason behind the banks’ special pleading 
is that the mortgage market would, indeed, be a lucrative source of business. 

With Inflation at the rate it is, a large number of people have found, apart from 
the allowances of tax against repayments, that the appreciation of their property keeps 
reasonably in step with inflation. Thus, in spite of high interest rates, currently building 
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societies are at 15 per cent, the demand remains unsatisfied, and we find the banks 
charging 20 per cent to those unable to secure a loan from a building society. (Written 
in 1981). 

What the banks would like to do, no doubt, is to take over a large proportion of 
this immensely profitable source of debt creation in the same way as we saw happen 
with the hire-purchase houses in 1957. 

The banks realised that with interest rates released from the 2 per cent, bank-rate 
straight-jacket in 1952, that this was much too profitable a source of business to be 
missed, especially as their new hire-purchase subsidiaries could be financed from their 
customers’ interest free current account deposits. 

We find, therefore, through the past decade or so, each time the bright boys of the 
finance world have thought up new schemes from which interest payments will flow, 
ie., factoring and leasing, etc., the banks have moved in and succeeded in securing a 
large proportion of the profits from these debt structures. As with the history of all these 
financial expedients it has enabled the banking system through its financial subsidiaries 
to extract even greater interest payments from industry than ever. 

The rapid growth of leasing finance during the past twelve years or so, has placed 
it in a position of great influence through the supply of capital equipment to British 
industry. But, whatever the immediate advantages this financial expedient of leasing are 
thought to bestow, the fact remains, as with overdrafts, the interest charges become a 
prior charge on the profitability of a company, whereas, prior to 1952 industry being 
in the position to attract adequate private investment, found the decline from this 
source gather momentum as the bank rate over the following years showed an upward 
climb. 

Therefore, in order for central and local government to increase the sales of their 
securities, they offered higher and higher interest rates, thus undermining the profitability 
of industry as private investors gradually withdrew from their profit sharing role forcing 
companies to become increasingly dependent on bank borrowing or leasing. 

And so, we find that the latest and very successful newcomer to the field of money- 
capitalism has over £5,000 million of assets spread over practically the whole range of 
business in the United Kingdom. This immense leasing field has 57 members represented 
by the Equipment Leasing Association and, as we would expect, the ‘big four’ clearing 
banks own over half these leased assets. 

Therefore, the reader of this history of the cause of inflation will not be surprised 
to hear that the Governor of the Bank of England has expressed his concern with the 
risks involved in leasing if the leasing is done by a deposit taking company. Thus, it is 
a safe bet that this successor to the ‘fringe banks’ property boom of the early seventies 
will eventually overstretch itself and to safeguard the predominant position held by the 
banks, the Bank of England will once again, at a cost to the people, launch one of their 
confidence/face saving ‘lifeboat’ operations. 

And so, as we witness this money madness in full spate, we have still to learn the 
lesson that William Paterson taught nearly three hundred years ago that, 


“The Bank has the benefit of interest on monies it creates out of nothing”. 
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Many men have seen since then that it is the result of this faulty method of 
creating the nation’s money supply that has led to the recurring economic crises and the 
rapidly increasing loss of the value of money. However, as we have noted, men who 
attempt to expose this parasitical system, are labelled ‘monetary cranks’. 

It, therefore, gives me great pleasure to welcome Mr. Enoch Powell into this 
growing band of heretics. Writing in the Financial Weekly (19/12/80) in an article — “On 
being fed up with competitiveness” he castigates the “vain imagination that increased 
productivity, alias, “competitiveness” is an antidote against inflation.” 

Thus in his inimitable style he tells us why this is so, and I quote, 


‘Alas, no. There is no rate of increase in production so great that it cannot easily be 
outstripped by — I was going to say, the printing press, but of course the growth of the 
money supply is today little beholden to the printing press, being summoned out of 
nothing, as God created the universe by the simple command, fiat!” 


We see therefore, in spite of the general acceptance of Darwin's theories, Enoch 
Powell found he had to resort to the book of Genesis for the explanation of this banking 
miracle of money creation. 

Paragraph 161 of the Report shows how the banks saw that, with lifting of the 
bank rate in 1952 from 2 per cent, it would be in their interest to get out of gilt-edge 
securities, as with the gathering momentum of inflation which would become inevitable 
with the increasing cost of bank borrowing, they would become less profitable. 

Therefore we are not surprised to find that in 1957 the banks, whose investments 
were 32 per cent of their total sterling assets and with advances running at 28 per cent, 
had within three years shifted this ratio to 16 per cent, and 45 per cent, respectively. 
Thus the banks by 1974 had pushed their advances up to 75 per cent and reduced their 
investment in government securities to around 7 per cent as a proportion of their 
sterling assets. 

We, therefore, can only conclude that the authorities were either blind to the fact 
that by allowing the bank system to sell gilt-edge securities with which they increased 
their ‘cash-base’, thus expanding their lending by creating deposits, i.e., “every loan 
becomes a deposit”, or that the banking system through the influence it exerts on the 
Treasury through the Bank of England, were once again allowed to shift the monetary 
situation in their favour, with, as we now see to the nation’s cost, the inevitability of high 
and erratic interest rates leading to ever worsening inflation. 

The Report tells us (Para. 168) that agriculture, our biggest industry, is ‘currently’ 
borrowing from the banks over £1,100,000,000. It can, therefore, be seen that with 
interest payments on that vast sum at the punitive rates of the past few years, the 
remorseless, relentless upward climb of inflation becomes increasingly difficult to keep 
under control as farm prices must be increased to pay this heavy and unnecessary cost. 
As we have seen elsewhere in this ‘history’ of the cause of inflation, as soon as the 
banking system was released from the curb of a 2 per cent bank rate in 1952 inflation 
was an absolute certainty. 

All history has shown this to be so, whether it has been the short 9-10 year 
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period of the so-called Trade Cycle, or the steady upward climb over the past seventy 
years or so. 

Well might Max Beloff reviewing Churchill’s — Documents, the Exchequer Years 
(Daily Telegraph 8/1/81) refer to Churchill’s concern as to the legacy of economic and 
social frustration engendered by the miners’ strike of 1926. “Those” says Beloff, “who 
think ‘monetarism’ is new, might like to go back to Churchill’s own criticism of the 
Treasury and the Bank of England and say with him — I would rather see finance less 
proud and industry more content”. 

Thus we read in the Report (Para. 167, p. 164) that the low level of lending to the 
manufacturing industry is explained primarily by their unwillingness to make use of the 
bank finance available to it. 

This is indeed not surprising when we realize that most discerning entrepreneurs 
had seen by 1970, or earlier, that the marginal efficiency of capital had been destroyed 
by the upward climb of interest rates. No wonder they became ‘reluctant’ borrowers 
despite the efforts devoted by the banking system towards the ‘promotion’ of their 
lending services. Many of those who did dip into the crock of gold at the end of the 
banks’ rainbow have fallen victims to bankruptcy as the banks’ interest demands became 
insupportable, thus converting the banks’ fictitious credit money into real wealth as they 
realised on the securities deposited with them, the main purpose of the exercise. 

We read (Para. 135, p. 157) that securities taken by banks for advances ensure a 
degree of priority in obtaining repayment up to the value of the pledged assets. Thus, 
we see, once again the privileged position of the banks in that they, in most cases, claim 
priority on the repayment of loans, therefore, leaving very little hope of any payment 
for trade creditors. We see then, that the banking system, as are many of the financial 
off-shoots that have proliferated upon bank created money, is in such a protected 
position that industry must fall victim to the periodic bouts of over-expansion of the 
money supply and excessively high interest rates, 

Finally, under the heading — The Systems Overall Effectiveness, (p. 177) the banks 
state that they believe that the onus of responsibility rests with the critics of the financial 
system to show that it has, in fact, been a major impediment to economic progress and, 
they suggest, no such case has yet been made. (Para. 227). 

That claim, I submit, shows the complete confidence the banks feel in their ability 
to conceal the basic cause of the economic ills of the so-called capitalist system. Until 
this cause is exposed for what it is there can be no stability, whatsoever, in economic 
affairs. 

In the words of Sir Montagu Norman, “The dogs may bark but the caravan [still] 
rolls on”. 

I trust my readers will agree that enough evidence has been marshalled in the 
preceeding pages to show that many men have seen that the banking system and its 
financial subsidiaries “have in fact been a major impediment to economic progress”. 


CHAPTER 12 


“Let's Get Back to ‘Proper’ Money” 


Professor Ivor Pearce 


I had intended the final chapter of this book to be entitled Why “Monetarism is Not 
Enough’ but on the 11th of May 1982 there appeared an article in the Sunday Telegraph 
by Ivor Pearce, Emeritus Professor of Economics at the Southampton University under 
the heading — Let’s get back to ‘proper’ money! 

Being, as the foregoing chapters of this history have demonstrated, sceptical of the 
meaning of ‘proper’ money as recognized by orthodox economic thinking and that it 
was being given a platform by the Sunday Telegraph somewhat increased my scepticism. 

It was, therefore, of great interest and, indeed, surprise to read Professor Pearce 
opening the argument with the claim that: 


“There is no alternative to proper money backed by unchanging quantity of commodities 
whose supply is determined by a free market rather than by government or other 
authorities.” 


Surprise, because in my thinking ‘other authorities’ could only mean the banking 
and the financial system. In che section dealing with the mechanism of inflation we find 
a concise historical survey of the movement of prices and Professor Pearce shows us by 
means of a chart that for the period 1200 A.D. to c. 1520 the price level was stable, 
but after that a rise in the graph. This was the result in my view of the debasement of 
the currency by Henry VIII and the influx of vast quantities of silver into Europe from 
the New World via Spain during Elizabeth’s reign and the first half of the 17th century. 
Then from c. 1650 to the present time we are in the period of the private banker with 
all the booms and slumps and banking crisis their system of money creation has brought. 

At the point of 1936 the chart shows an almost vertical take-off and the blame for 
this Professor Pearce puts upon Keynes. To quote — “The 300 fold collapse in the value 
of money actually occurred in the last 50 years, i.e., since the publication in 1936 of 
J. M. Keynes's General Theory”. 
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It is precisely because of this widely disseminated view of academics that I wrote 
chapter 10: The Betrayal of Keynes showing how governments allowed the private 
banking system to use his deficit spending theory to their advantage and at the same 
time ignoring all the prerequisites that Keynes showed would be necessary to avoid 
inflation. At this point I reached for my pen and the following letter was sent to 
Professor Pearce. 


Professor Ivor Pearce, 18th April, 1982. 
Southampton University, 
Southampton. 


Dear Sir, 
Your article in The Sunday Telegraph (11/4/82) “Let’s get back to ‘proper’ money” 
was for me one of great interest in that you should have been given a platform for 
what amounts to an indictment of the money creating privilege of the private 
banking system. 


I can only hope that there is a growing awareness that democratic capitalism 
cannot much longer shoulder the enormous burden of “Each new step in the 
evolution of the world financial system made possible by “money-brought into 
existence by computer entries in the books of the clearing banks.” 


Tim Congdon’s two articles in The Daily Telegraph (1/3/82) and (29/3/82) are 
further evidence I have of the concern at the reckless rate that money is being 
created by the banks, “Banks also at the pump” says Congdon, and he goes on to 
say that they have lent to the private sector in recent months an average of £1,500 
million a month, an equivalent of nearly £20,000 million over the year. 


My ‘history’ of inflation, as you will note by the enclosed synopsis of my proposed 
book and the Contents pages, is, I think, much in line with what you are saying, 
but I respectfully suggest that by the statement “this 300 fold collapse in the value 
of money actually occurred in the last 50 years, that is, since the publication in 
1936 of General Theory, and your price index chart showing a vertical take-off of 
inflation from 1936 is, I contend, the betrayal of Keynes. Your graph should have 
shown the level of prices fairly steady until 1951, after which they followed your 
vertical line as the result of the removal of the stabilizer of a 2 p.c. bank rate and, 
furthermore, the excessive inflation of your chart should have shown as occurring 
in the last ten years, not the last fifty, the result of record high interest rates. 


I would, therefore, be most grateful if you would read the chapter — The Betrayal 
of Keynes. 


Yours sincerely, 


A.W. Swan 
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Professor Pearce’s following statement with which I am in complete agreement is surely 
the answer to the violent inflationary explosion which took place after 1951. 


“Money today is brought into existence almost unwittingly by computer entries in the 
books of the clearing banks. The power of central authorities to prevent this is all but 
gone, eroded by a combination of highly efficient cheque clearing and a ‘last resort’ 
obligation on the Bank of England to rescue the money market whenever necessary”. 


But as this ‘history’ of the cause of inflation and unemployment has demonstrated 
this state of affairs has been the same since the passing of the Bank Act of 1844. The 
world’s indebtedness would never have reached today’s calamitous proportions if Parliament 
through a State Bank had controlled the nation’s money supply. 

Well might he opine that “Modern economic theory has grown so subtle that it 
overlooks the obvious”; that “‘Proper’ money no longer exists anywhere” or that “The 
prices of all commodities continue to rise at an ever-increasing rate”. He then warns that 
we must not be misled by the temporary success of governments in their attempts to 
reduce inflation and that their efforts cannot succeed for long. In the next sentence he 
states that which this ‘history’ has sought to prove, 


“Each new step in the evolution of the world financial system carries us along the 
disaster path.” 


Thus I reached the end of Professor Pearce’s condemnation of the activities of the 
private banking system and found myself recounting the statement of Montagu Norman, 
when as Governor of the Bank of England, he had dismissed earlier attempts to introduce 
‘proper’ money and control bankers, with his infamous remark, that: “The dogs may 
bark, but the caravan rolls on” for the reason that ‘proper’ money in Professor Pearce’s 
view would be based on a ‘precisely defined and unchanging quantity of commodities” and 
that “its supply must be determined by a free market rather than by government or any other 
authority”. 

In his concluding sentence he says that these two conditions alone maintained a 
satisfactory monetary system and must do so in the future. 

However, and in spite of the fact that every dog must have its day, it is my 
submission that whatever form the new ‘proper’ money took, the private banking system 
and its financial partners would soon circumvent the good intentions of ‘proper’ money 
in the same way as Peel’s Bank Act of 1844 was rendered meaningless by the use of 
cheque money. As for a “satisfactory monetary system in the past” I find that the 
professor’s chart disproves this and what it does not show and cannot show is that the 
excessive creation of bank money was always safeguarded by deflation (unemployment) 
but now we have unemployment with inflation. 

I can, therefore, but iterate the monetary reformers’ claim and that which Professor 
Milton Friedman and Rose Friedman showed in their book Free to Choose when they 
said that the 1930’s depression was not the failure of private enterprise, but a failure 
of government to carry out its “assigned responsibility”: “To coin money, regulate the 
Value thereof, and foreign Coin.” In the words of Section 8 Article I, of the U.S. 


Constitution. 
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Only through this reform, and this reform alone, can ‘private enterprise’, i.e., true- 
capitalism, survive. 

On 4 May 1982 I received a reply to my letter saying that Professor Pearce had 
read it with interest and enclosed was a transcript of the lecture in full from which the 
Sunday Telegraph article was taken. This proved to be so condemnatory of the private 
banking system that I was more than ever intrigued as to why the Sunday Telegraph gave 
such prominence to the heretical judgment. 

One is fascinated with the repercussions this must have had in the banking parlours. 
Did the bankers just dismiss it as another of these ‘monetary cranks’, or the fact of its 
publication, albeit very much abridged, in the Sunday Telegraph alert them to what must 
be a growing conviction that their money creating activities must be brought under 
control? 

Whereas Ricardo’s supporters in 1844 and again in the great depression of the 
1930's led by Vincent Vickers, Major Douglas, the Earl of Portsmouth and many others 
failed in their attempts to reform the banking system I pray that success will reward our 
efforts. 

Professor Pearce in his lecture entitled — The Time Is Not Yet Ripe, tells us that he 
has been a student of economic policy for fifty years. This is about the same length of 
time (as the introduction to this ‘history’ shows) that the author, as a lay observer, has 
also been a student, gaining first hand experience of the disastrous consequences our 
faulty economic and monetary system has had (and continues to have) upon the efforts 
of producer-capitalism, i.e., the creators of real wealth. 

My first reaction was if time is not yet ripe faced with the world indebtedness and 
the obvious impossibility of staving off a world-wide monetary collapse and if governments 
of the creditor nations refuse to carry out their “assigned responsibility” time will be 
over-ripe and the rotten fruit could fall into the hands of Socialism with all the upheavals 
and misery that this would bring. 

Thus true capitalism will have been destroyed by impostor-capitalism by going 
down: THE OTHER ROAD TO SERFDOM. 

Under the heading — The Standard of Value, Professor Pearce opens his case for 
‘proper’ money and we are told that during the last part of the 19th century the 
‘finishing touches’ were being applied to the monetary system which would abandon 
‘any kind of absolute standard of value’ and that in 1973 the link between money and 
value was finally severed. After berating economic thinking for its belief that an absolute 
standard of value was unnecessary he states: 


“For the first time in history we have both the usual powerful incentive for wicked 
people to forge money and a widely accepted theory designed to prove that forgers are, 


after all, not even wicked.” 


Well, well, after reading that I felt that my criticism of the money creators in the 
preceding chapters was, indeed, very gentle stuff, not that I did not feel as strongly 
about this iniquitous monetary system as Professor Pearce, but that I felt that such 
emotive language coming from a layman might damage my case. But as the saying goes. 


364 THE OTHER ROAD TO SERFDOM 


The Genious of Satan lies inhis ability to convince half the wald that he does not exist 
and the other half that they are not following him. 

So the lecture proceeds and after further description of the destruction of the value 
of money we are told that one pound sterling costs nothing to produce and that this, 
“is partly the result of imperfectly understood economic forces” and partly the result of 
‘the monopoly producers of money not to exploit too much their privileged positions as 
official forgers of money, granted unlimited immunity from prosecution”. 

Therefore, says, Professor Pearce “Is it any wonder we are in such a mess?” 

We have, he says, to devise a form of money in terms of goods that cannot be 
forced and that the supply of money must not be in the hands of governments or banks, 
but in that of the market. It is at this point that the writer sadly parts company with 
Professor Pearce. 

The reason being, as the main thread running throughout the previous chapters of 
this ‘history of the cause of inflation and unemployment’ shows, that if democratic 
governments do not contro! the money supply the ‘market forces’ will, in next to no 
time, develop a new credit system and this credit when in the hands of the borrower 
then acts in the same way as money. 

[Editor's Note: According to Economic Reform (Newsletter of COMER, Committee 
On Monetary And Economic Reform (July 1994). In March, 1993 Alan Greenspan, 
Governor of the United States Federal Reserve, told a congressional committee that 
money supply figures could no longer be taken as a reliable gauge of inflationary 
pressures in the economy, and that it was necessary for the Fed to take its cue from other 
figures, gold and commodity prices. 

Scarcely had Greenspan declared commodities to be the key to stabilizing the 
economy than they joined the bond and currency markets as one of the biggest crap 
games in town. 


“Since Alan Greenspan’ testimony, there has been a huge and building interest in 
commodities”, said William Byers, director of futures research for Bears Stearns & Co. 
‘Thus, when grain markets are especially weather-sensitive, as they are now, bonds 
become indirectly sensitive to weather as well. This is because bond and other traders 


tend to shoot first and ask questions later.” (Wall Street Journal, 30/5/93) 


Pension funds have jumped into the speculative fray with both feet. For all of 
1993, investment in futures jumped 56 per cent, to more than $50 billion, and much 
of that increase came from pension funds. The influx can be read in two ways. First, 
smart investors are hedging their bets against a resurgence of inflation. The second 
lesson: pension funds’ growing appetite for futures may have been pushing the 
commodities markets the past few weeks to unnaturally high levels. 

‘[The pension funds] are in search of higher returns than the stock and bond 
markets can give them now,’ says Doug Steger, president of American Capital Financial 
Group. 


“In recent months, hedge funds and commodity funds have been pouring money into 
grains, copper, cocoa and other commodity pits as never before. And thats raising 
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concerns that, at least on a short-term basis, the commodity futures markets no longer 
reflect the economic realities of supply and demand. Soybean futures prices, for instance, 
rose the permissible daily limit May 23 on concerns about dry weather in the Midwest 
— and plunged even more sharply the next two days when rain fell throughout the Corn 
Belt. Silver, coffee and cocoa futures, though unaffected in a fundamental way by rain 
or the lack of it, followed grain prices up and down.” (WSJ/31/5/93) 


The Wall Street Journal (WSJ) then quoted a farmer: “the presence of funds can 
make the markets a dangerous place for farmers who use futures contracts to hedge their 
business risks.” Once again the monetarists who have taken over the central bank have 
destroyed an institution that served the real economy...And if you think that we are 
kidding when we emphasise that the casino economy is elbowing the real economy off 
the map, there is the report in the WSJ (19/5) that the Kansas City Southern is trying 
to sell its flagship railroad unit to leave the company to focus on mutual-fund asset 
management. 


“Before long we will be left with an economy that is all flea and no dog.” 


Economic Reform. is available from — Comer Publications. 3284 Yonge Street, 
Suite 500, Toronto, Ontario, M4N 3M7.] 


One of the many cries of despair which came from the Radcliffe Report when 
discussing the lending behaviour of a wide range of financial institutions — ‘the marker’ 
and the authorities traditional control of the money supply was, “the further growth of 
new financial institutions would allow the situation continually to slip from under the 
grip of the authorities”. 

This, therefore, is the nub of the problem and can never be solved until a State 
Bank responsible to Parliament has this “assigned responsibility”. 

On page 10 we read a devastating criticism of that which passes as ‘free-market 
forces’. The businessmen, building societies, house-owners as well as bankers all are 
castigated by Professor Pearce for their attitudes to inflation. But, as previously, it is the 
banker that comes in for the full weight of his strictures for what he sees as an utterly 
absurd system of money creation. Therefore these following gems must find a place in 
this ‘history of the cause of inflation and unemployment and, I feel sure, will induce 
the reader to ask Professor Pearce to let them have a copy of his lecture. 


“Bankers in times of inflation actually get something for nothing”. “Banking must be 
the only business in the world dealing in a product, money, which costs nothing to make 
and which is easily rented out at a price automatically hedged against inflation” 


And talking of the Eurodollar banking system he tells us that it, 
“Currently receives an interest of one-eighth of one per cent on one thousand four 
hundred billions of dollars deposited, that is, an annual income of one and two-thirds 
billions just for the trouble of signing a name’. 
That which follows goes, in my view, right to the heart of the money dilemma. 


We are told that our political leaders because of their unwillingness to raise sufficient 
revenue by taxation, resort to selling government bonds to banks for money newly 
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crafted whenever the public do not have enough. We are now, surely, at the root of the 
monetary problem. 

Like Ricardo we have it from Professor Pearce that money costs the bankers nothing 
to make. Therefore, if the State Bank had created the new money it would not have been 
necessary to sell bonds for private bank created money for which the total community 
is taxed in perpetuity to pay the interest. 

Therefore, selling government securities fuels the problem of inflation and taxation. 
The average yield to redemption on long dated stocks was (21/8/82 Daily Telegraph) in 
the range of 111/2 to 12 per cent. We then read “When it is remembered that anybody 
holding long dated gilts on January 1st was getting a 15 per cent yield or thereabouts, 
the combined gain from capital appreciation and income is approaching 40 per cent and 
if Mrs. Thatcher should win the election we could expect to see inflation falling to say 
5 per cent this would mean that the present level of gilt edged prices would be 50 per 
cent. 

On pages 11 and 12 Professor Pearce discusses the — Destruction of the Price 
Mechanism and finalises by saying that, 


“Banks might be less enthusiastic about printing money if they were more keenly aware 
that there has never been a society which tolerated forgery for very long”. 


I find this very puzzling, indeed, as to what ‘very long’ could mean as the goldsmiths 
in the mid-17th century discovered how this could be done and quickly abandoned 
goldsmithing to become bankers and it has remained so ever since. 

On page 13 we are offered the solution to the money problem and Professor Pearce 
favours “The Imperial Pound’. The claim for the Imperial Pound is based upon a ‘bundle 
of commodities’ and he describes the mechanism in these words, 


“Suppose for the moment that all prices and all contracts were expressed in Imperial 
Pounds and that the new notes were printed and issued only against the goods represented 
by the note. If the market price of the Imperial Pound — a quantity of goods — fell below 
one Imperial Pound note because of shortage of notes, it would become profitable to buy 
notes with goods from the issuing authority”. 


There is of course more to it than the above, but it is this idea of commodities as 
a backing to the currency which makes Professor Pearce's contribution to the constant 
endeavours of economists to find a solution to the urgent necessity of stabilizing the 
value of money of great interest. 

The question that now arises is who this ‘note issuing authority’ is to be? 

Not the banks or governments so I presume that it must be ‘the marker’. 

If it is to be an ‘authority’ it will have to be authorized and controlled by Parliament 
for how else can a reform of such magnitude be achieved? 

In fact the following statement by Professor Pearce means, I suggest, just that. 


‘All that is necessary is to set up a note issuing authority entirely independent of 
banking, government, or other makers of laws or regulations’. 


which is, the case argued by David Ricardo for the setting up of a State Bank. 
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Over 160 years ago David Ricardo published The Principles of Political Economy 
and Taxation. In his analysis of Currency and Banks (chapter 27) he demonstrated 
beyond any doubt whatsoever that the creators of the nation’s money supply should be 
a State body. For if the State, which represents the interests of all the people were to act 
as the sole creator of money, and not the banks (which is presently the case), the people 
would be saved from unnecessary and burdensome taxation the sole purpose of which 
is to pay unnecessary interest. Under the existing arrangements, governments could 
easily by-pass M.3. and M.4. by extending the use of the aggregate known as M.0. 

After discussing the danger that governments might abuse the power of issuing 
paper money more than if the function were in the hands of a banking company, 
Ricardo makes it clear that he trusts neither, 


“I have now shown that the public would have a direct interest that the issuers should 
be the State, and not a company of merchants or bankers”. 


We have seen during the past 160 years or so, how right he was. No government 
could have possibly abused the power of paper money creation more than the private 
bankers have managed to achieve. Their total international activities have now enmeshed 
the world’s governments in an indebtedness of such magnitude as to make one wonder 
as to whether a form of collective insanity has affected their actions. 

Whatever the future holds, one thing is an absolute certainty and that is the fact 
that the total community of creditor nations have been robbed of thousands of millions 
of real wealth. 

Anthony Sampson in his book The Money Lenders: Bankers in a Dangerous World 
published by Hodder & Stoughton in 1981, tells us on page 112 about the City of 
London's exploitation of the Eurodollar and I quote: 


“The City of London became still more separate from the rest of Britain like an off- 
shore island in the middle of the Capital. Even in the 19th century it has been cut off 
from the growth of British industry in the North: It made money out of overseas trade 
rather than domestic investment’. 


Which is why David Ricardo pointed out, 


“In a free country with an enlightened legislature, the power of issuing paper money 
under the requisite checks of convertibility at the will of the holder, might be safely 
lodged in the hands of commissioners appointed for that purpose”. 


Michael P. Fogarty in his introduction to Dent’s Everyman edition of The Principles 
says that even before Ricardo wrote them he was recognised as the outstanding British 
economist of his day, but in my view even if, as Fogarty claims, “as a statement of 
current economic thought The Principles have long been obsolete” his chapters on 
currencies and banks still stand today as the solution to our industrial ills which, 
contrary to popular belief, are monetary in origin not economic. 

This, as I have tried to show, was also Keynes conclusion and his General Theory 
as with Ricardo’s Principles has also become “obsolete”, and for the very same reasons. 
Both of these great men were, and still are seen as a threat to the entrenched position 
of Professor Pearce’s “official forgers”. 
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Therefore it is my submission that if Peel’s government had accepted Ricardo’s 
advice and set up a State Bank, it is very doubtful that Karl Marx would have written 
Das Kapital in the way he did, because unregulated capital and the private creation of 
credit (the main causes of slumps and booms) would have been removed. As I have 
shown in Chapter 3, Marx in Volume III of Das Kapital, like Keynes, discovered late 
in life that it was rentier, or money-capitalism, that lay at the heart of producer- 
capitalism's inability to function properly. 

Thus I hope that the long line of distinguished but “forgotten men” is not joined 
by the courageous Professor Pearce, but helped by the Sunday Telegraph he will keep 
before the public the unresolved problem of bank created money. 

Therefore, as Shakespeare, that great observer of human behaviour, showed, through 
the character of Shylock, that to insist upon the condition of Antonio's bond would 
mean bleeding to death. In the opinion of the monetary reformer this is precisely what 
is happening to producer-capitalism, i.e., true-capitalism. 

This history has, I hope, furnished convincing proof through its reference to the 
works and writings of a long line of distinguished men who saw clearly that man’s 
economic ills are the result of a monetary system which is fictitious, i.e., bank money 
which creates national indebtedness upon the nation’s credit. 

Following a life time spent in grappling with this particular problem, Keynes 
concluded that not until the implementation of near-zero interest rates, which he 
recognised would mean the euthanasia of the rentier class, would true, natural capitalism 
be relieved of the age-old, lethal burdens caused by the usurious rentiers. This problem, 
however, is no longer confined to the business community, it has also spread to the 
Church of England which admitted recently that it had lost hundreds of millions in the 
crash of 1987 it should have been aware of the dangers of putting out its money at 
interest? As St Ambonose made clear in his explanation of Deuteronousy 23:19. From 
him demand usury whom you rightly desire to harm, against whom weapons are lawfully 
carried. from him extract usury whom otherwise would not be a crime to kill. He fights 
without a visible weapon who demands usury; He who revenges himself upon an enemy 
who is an interest collected from (amongst) his foe fights without a sword. Therefore, 
where there is a right of war, there is also a right of usury.” 

If there was any further proof needed of the dangers of interest/usury and why 
Judaism, Christianly and Islam prohibit its development at any percentage point above 
zero then Sc Ambnose sets the second strenght that interest is a weapon of war which 
if permitted to become established will wreck any society — As Aristotle made clear: 
usury divides society against its self. 

A friend of mine recently told me the story of the theologian who was asked to 
sum up in one sentence all the wisdom he had acquired from his 50 years spent studying 
religion and philosophy. He said: “Do unto others as you would have others do unto 
you” which brings to mind the means. 


CHAPTER 13 


Conclusion and an Outline Plan for the 


Survival of True Capitalism 


This history of the cause of inflation shows us that the majority of our economic 
crises have been the result of monetary causes, and that the source of these periodic 
convulsions have, in very nearly every case, stemmed from our defective system of 
monetary creation. 

Yet, in spite of all the evidence of the past three hundred years in which the system 
has been allowed to operate, and there have been many attempts to show that it is this 
basic factor which places the whole of the Western capitalist system under threat, it is 
still skilfully concealed from the people. With, as Kipling might say — “carefully well 
made answers that conceal a great lie.” 

An international banking system, which has grown in the past twenty years or so 
to gargantuan proportions churns out a virtually unlimited flow of monetary instruments 
carrying with them enormous interest demands. These immense flow of loans are made 
possible by the aptly named ‘hot’ money constantly on the move from one country to 
another seeking the highest point of interest therefore throwing the national currencies 
into periodic conditions of near-panic as the authorities are forced to take defensive 
action to protect their internal price level. 

The return to monetarist policies which caused untold damage and world upheaval 
in the 1930's will prove to be, if pursued to its ultimate conclusion, as great a tragedy, 
perhaps, the end of our freedom we enjoy today. The great folly of the nations in striving 
by exporting a larger proportion of their production on credit to achieve a favourable 
balance of payments, has always been a source of denial to the whole community of a 
higher standard of living. Thus the utter impossibility of the oil importing countries of 
achieving a favourable balance of trade set against the surplus revenues of the oil producing 
countries (1980) somewhere in the region of £50,000 million which flows around 
within the world banking system seeking some form of security. Thus a balance of 
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payments for the oil importing countries becomes an impossibility, as the major oil- 
producers cannot import the equivalent of real wealth by which a balance of payments 
can be achieved. 

The ever-present threat of a world recession of the magnitude of the early 1930's 
and the terrible dangers this would bring can only be avoided by a complete overhaul 
of the methods by which the private international banking organisations exacerbate the 
world’s monetary problems by their money lending activities which lie at the root of the 
problem of exporting the nation’s wealth on credit. Therefore, until governments take 
control of the creation of all forms of interest demanding monetary instruments there 
can be no hope, whatsoever, for economic stability until we have monetary stability. 

As I have tried to show in my defence of Keynes he saw clearly that the periodic 
deflation and the great problem of unemployment that follows were the results of an 
unstable monetary system. The most important part of Keynes's diagnosis as to the 
stability of the economy was, I consider, the crucial part that a low and constant level 
of interest rates would play. Thus, if the authorities had control of this vital factor; price 
stability, the all important equation in the control of the economy could be achieved. 

Keynes was fully aware that the same condition was valid in dealing with the 
enormous problems of international trade that would arise after the Second World War. 
He maintained in his ideas put forward for an international Trade Organization that it 
would be crucial for creditor nations to realize that it was in their interest to re-adjust 
the balance of payments with the debtor countries stripped down to simple terms, 
Keynes was showing that both nationally and internationally trade stability could only 
be achieved by consumption being kept in balance with production. Therefore, this 
meant internationally that which he showed in The General Theory was necessary for 
stability nationally; the control of credit. Therefore, with something in the region of 
£150,000,000,000 of surplus oil balances, and a great deal of it is deposited in the 
European banking system, one can see quite clearly that with these oil cash flows being 
used as the base for the creation of interest-demanding monetary instruments by a 
consortia of private bankers and then loaned to the developing countries at rates of 
interest that eventually become insupportable, especially when compounded by a world- 
wide depression, the scene is set for a breakdown of the world’s currencies. 

The birth of the Eurodollar, Eurobond and Eurocurrency banking boom in the 
early 1960's has made world wide inflation inevitable. With the rapid expansion of 
credit in the past twenty five years from about £10,000 million to over £500,000 
million we find that the European banks have put together enormous loans to the ‘Iron 
Curtain’ countries. It is interesting to note that when these private banking groups are 
arranging these particularly large loans they include American and Japanese bankers to 
involve, in my opinion the governments of the countries in which these banks operate. 
Therefore, if their soundness is threatened the Central Banks, as lenders of last resort, 
will step in using the total wealth of the community to save them from their self- 
induced bankruptcy. 

This monetary madness has been allowed to proliferate without any real attempt 
of control by the Central bankers, very much in the same way that the Bank of England 
allowed our banking system to build up the fringe bank boom of the early 1970's and 
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so, when the collapse came they had to be rescued by the so-called ‘lifeboats operations’. 
And so it will be again, but on a vast international scale when the Third World countries 
default on their interest payment. 

With the depression deepening within the industrialized nations and, therefore, a 
falling off of demand for raw materials the developing countries will have even less 
income to meet their interest payments. 

We see then that our history of the cause of inflation is always the same; the over 
expansion of bank created money. Furthermore, we have also seen that deflation creates 
an equally dangerous situation, that of unemployment. The tragedy we now see being 
played out is the conviction of the monetarists that there can be no expansion of trade 
until their policy of excessively high interest rates has halted inflation, but, as I have 
shown that low interest rates were of over all importance if we are to avoid the destruction 
of the marginal efficiency of capital, which alone can bring stability to the price level 
and near-full employment. In fact, the more one studies the implications of monetarism, 
the more one is driven to the conclusion that the destruction of Britain as an industrial 
nation is an almost certainty. 

Every link in the chain of monetarist thinking must lead to this disaster. First, the 
obsession with high interest rates. This, it is argued, will restrict borrowing, but the 
evidence at the time of writing (early 1990's) is to the contrary as newly created bank 
money still continues to run at a very high figure. Alternatively, firms will turn to other 
sources of borrowing. Second, for Britain as a debtor country to maintain interest rates 
at record high levels which has attracted masses of highly volatile ‘hot money’ from all 
over the world, is absolute folly. How the authorities can claim that their overseas money 
is a reserve asset defies all logic. It came here because of the high interest rates offered 
and can only be induced to stay by the continuation of these high interest rates. These 
ruinously high rates can only be met by taxation of the total community and this 
taxation can only be paid, in the main, from the nation’s production of real-wealth, or 
from North Sea oil. 

In maintaining this fiction of ‘reserves’, Britain's industry and commerce becomes 
less and less competitive as high interest rates destroy the marginal efficiency of capital. 

Third, these so-called ‘reserves’ push up the exchange rate making us less competitive 
in foreign markets and instead of struggling to make profits, firms cannot be blamed 
if they buy securities. Thus, instead of investing in further capital equipment contribute 
to a rapidly escalating National Debt. 

Fourth, all these costly ‘reserves’ will, therefore, prove to be a terrible ‘liability’ for 
to cling to high interest intensifies the plight of British industry. The nightmare that 
haunts the authorities if they reduce the rate of interest of these costly borrowings is that 
they could disappear almost overnight thus precipitating a collapse of confidence. 

It would, therefore, seem that Britain and the U.S. have been plagued by this ‘In 
and Out’ money for so long now that one despairs as to whether the authorities will ever 
come round to seeing that the activities of the private bankers must be stopped. 

As with the immediate aspect of the gathering world crisis, so the overall problem 
of the creation of all new money by the banking system will nave to be faced. But what 
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do we find? Suggestions for the creation of an immense new facility within the control 
of the International Monetary Fund of some £100,000 million with which to combat 
the threatening default of interest payments by the debtor countries. Whatever this new 
‘combat’ money is used for it means further money will be piled upon an already near 
insupportable mountain of international debt. 

Therefore, the answer to this great problem that threatens the survival of our 
democratic way of life, is that of John Maynard Keynes: 


‘A somewhat socialisation of credit at near zero interest rates’. 


Thus bringing to an end the power of the banking system to inflate the nation’s 
money supply at will. 

In 1983 we saw a dramatic change in the international monetary scene as bankers 
and governments of the creditor countries struggle with the problem of world 
indebtedness. We read that the total indebtedness of the debtor countries amount to 
about £300,000 million and that their ability to pay the interest on this borrower 
money has been made far worse by the prevailing high interest rates. 

Latin American countries find themselves in the desperate position that for every 
dollar they earn on exports they have to pay $1.25 in interest payments. No doubt to 
a lesser or greater degree this applies to most debtor countries. Therefore, the IMF's 
policy of boosting exports from the debtor countries and at the same time cutting back 
on imports must hit exports from the U.S., 40 per cent of its direct exports going to 
the developing countries and two-thirds of its net earnings from services. 

Brazil, in her efforts to increase exports of foodstuffs and steel found that the EEC 
had put up barriers to prevent it. These examples illustrate the utter impossibility under 
the present world monetary system of a revival of world trade. 

The system of banking loans has not only put the developing countries in dire 
straits, but also the developed countries. This disastrous situation would not have happened 
if we had developed ‘true’ free-trade, i.e., the exchange of goods between the nations 
unencumbered by bank debt. 

To illustrate the impossibility of maintaining this monstrous perversion of ‘capitalism’ 
the present situation in the U.S. is a terrifying example. Its current account deficit is 
approaching the $200 billion mark and in order to finance this huge debt offers high 
interest rates. Funds flow in from all over the world which drives up the interest rates 
world-wide, therefore, making it increasingly difficult for the debtor countries to maintain 
interest payments and at the same time destroying the incentives to invest in new capital 
equipment in the industrialized countries. 

This vast flow of capital in search of high interest rates guaranteed by the State is 
denied to the producer-capitalist who has to turn to short-term bank loans or overdrafts. 
The direct effect of overdrafts and short-term loans costs the build-up of which means 
that firms are constantly rolling over their debt to remain in business. The following 
figures show the devastating effect on profits and, as I have shown elsewhere, the 
inflationary effect they must have caused as firms passed this increasing cost of borrowing 
into their costs. Newsweek (U.S. 9/11/1991, p. 42) shows the net interest paid by non- 
financial corporations as a percentage of profits at an average of year end values. 


CONCLUSION AND AN OUTLINE PLAN ... 373 


Year % of pre-taxed profits 
1961-65 9.5 
1966-70 17.7 
1971-75 33.3 
1976-80 31.7 
1981- 45.0 


We see in these figures for the U.S. the same predicament that British firms find 
themselves in and as a result we are well along The Other Road To Serfdom. Therefore, 
the world monetary authorities are faced with the following: 


1. The creation of further bank loans which can only but worsen the situation. 

2. The governments creating more money to lend to the IMF and the World 
Bank in an attempt to stave off defaults. 

3. As defaults occur, and they most certainly will, governments will be forced 
to buy the private bankers’ debts to prevent a crisis in the banking system. 
Witness the U.S. government making the nation responsible for the payment 
of interest to private bankers on debts they incurred with Poland. Thus the 
taxpayers of the lending nations will have to shoulder the burden of interest 
payments on the fictitious money created by the banking system. This, as the 
authorities must be fully aware, will prove impossible. 

4. We are left, therefore, with the only action which will avert the threatened 
breakdown of the world economy and the chaos that would ensue ... the 
complete cancellation of the world’s indebtedness. This would mean the end 
of the banking system’s privilege of money creation. This function would 
then be controlled by State Banks which would issue their nation’s money 
supply free of interest payments. World Trade would then become, as Adam 
Smith advocated, the exchange of real-wealth between nations. 


Before we examine the proposed plan for the survival of ‘true capitalism’, i.e., 
producer-capitalism, the following survey of the advanced industrial countries increasing 
national debt problem will show that the speed with which this is happening along this 
parallel road to serfdom must inevitably culminate in an horrendous pile-up involving 
all vehicular activity on the M1, M2, M3 and the PSBR. Therefore, to avoid this 
breakdown of ‘capitalism’ that would take us further along the road to enslavement we 
must turn off at the exit marked Monetary-Reform and put an end to the disastrous 
system of bank created money. 

The Governor of the Bank of England during the BBC Analysis programme (30/ 
1/85) when asked for his views on the present success of the U.S. economy felt that the 
situation was one of real anxiety as it “defied all the laws of economic gravitation”. 
Surely the Governor’s concern in this context should apply to all the advanced industrial 
nations and none more so to that of the United Kingdom. 

However, before we examine the position in the United Kingdom let us look at the 
situation in the U.S. which “defies all the laws of economic gravitation”. Mr. David 
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Stockman the director of the White House Budget Committee testifying before the 
Senate Finance Committee said “We are truly and clearly now in dangerously uncharted 
waters” and that “The day of reckoning has come, if we want to avoid running our 
national economy into a ditch”. What is this ditch? 

The Congressional Budget Office figures published on 6 February, 1985 showed 
that the U.S. deficit of $215,000,000,000 dollars in 1986 would grow to 
$296,000,000,000 by the end of the decade and even if the Administration's projections 
for the growth of the GNP were achieved the Federal debt will have passed 
$2,000,000,000,000 dollars by 1986. Thus in the budget demand of $973,700,000,000 
dollars for 1986 the third largest outlay is that of net interest payments for the sum of 
$142,500,000,000 dollars to service the debt. 

Well might the Senator for Iowa, Charles Grassley, declare that “The President's 
budget submission has once again been programmed for self-destruction’. There must, 
indeed, be great concern in the U.S. Treasury as to the consequences that will flow from 
an indebtedness of this magnitude for we learn that Mr. Charles McLure, the deputy 
assistant secretary for tax analysis at the Treasury, is putting forward a plan for the 
reform of the tax system. 

The substance of the plan is that market forces are the most successful form of 
securing that capital is used to the greatest advantage and that the best way of achieving 
this is to reduce drastically the influence that the tax system has on the economy. 
Because of the present system of taxing different activities in differing ways too many 
resources find their way into the low tax section and not enough in that of high 
taxation. 

Therefore, the virtual elimination of all investment tax credits, depreciation 
allowances, capital gains write-offs and thousands of varying forms of deductions practised 
in capital intensive industries would be necessary to achieve any degree of reform. The 
Treasury believes that these reforms could lead to investment decisions being made 
entirely in the needs of the economy and not on the consequences of tax. The result, 
therefore, would be more investment in the production of real wealth. 

As desperately as the above recommendations are needed for the reform of taxation 
in the United States and the necessity for their implementation in the United Kingdom 
no genuine move forward to economic stability can be hoped for until the people are 
relieved of taxation on the money created by the private banking system in the form of 
interest. 

We return to the increasing debt of the United Kingdom and what do we find? 
Pro-rata to the U.S. economy we are in a somewhat similar situation. The bank figures 
of lending to industry published 9/1/85 showed them to be running at a high level and 
that any increase in the interest rate would expose the whole economy to further stress. 
The quarterly analysis of the Bank of England showed that bank lending had increased 
by £5,918,000,000 in three months to 21 November, 1994. The biggest borrower was 
the electrical engineering section at £509,000,000 compared with a fall in borrowing of 
£120,000,000 in the previous quarter. The chemical industry borrowed £109,000,000 
as compared with £1,000,000 in the previous quarter, mechanical engineering 
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£110,000,000 compared with £18,000,000. The manufacturers of transport equipment, 
not including motor vehicles, £104,000,000 compared with £49,000,000 in the last 
quarter. The construction industry borrowed £198,000,000, the retail trade £309,000,000, 
the wholesalers £212,000,000, hotel and catering £149,000,000 and the personal sector 
£1,268,000,000. 

Lending to industrial and commercial companies, unincorporated businesses and 
non-bank institutions now stands at approximately £120,000,000,000. At the time of 
compiling these figures (10/1/85) if the average rate of interest of business borrowing 
was about 2 per cent above bank rate the cost of this borrowing would be in the region 
of £14,000,000,000 per annum. However, at an average tax relief of 50 per cent it is, 
therefore, costing the treasury, i.e., the total taxation of the nation £7,000,000,000. 

What do we find is the result of the creation of this vast sum of £5,918,000,000 
which is new money injected into the economy. 

None other than that the Bank of England early in 1985 had to intervene to help 
the banks out of their ‘Liquidity’ difficulties by launching a £4,000,000,000 ‘cash’ 
injection into the system. We learn that the reason why this massive sum of newly 
created money was necessary was because the banks’ customers were drawing on their 
accounts to buy gilt-edged stock and pay their taxes thereby, piling up the National 
Debt and increasing the perpetual taxation necessary to service the nation’s escalating 
indebtedness. In other words the private banking system brought into existence within 
the apace of three months nearly £6,000,000,000 of new money which endangered their 
‘liquidity’, i.e., the ratio of ‘cash’, to their credit creation. The Bank of England’s injection 
of £4,000,000,000 of ‘cash’ i.e., legal tender money free of interest charges ensured that 
the banking system would be in a safe position to repeat a further issue of £6,000,000,000 
of interest bearing loans when necessary. With the reckless rate at which the government 
sells new gilt-edged securities it will be only a matter of a few months before they do 
so. 

Many, and with complete disregard to the consequences, are the astounding devices 
the money-capitalist contrives to make a profit on bank created money. The previous 
chapters of this ‘history’ have shown many examples of this, but the sheer effrontery of 
the practice known as ‘round-tripping’, i.e., the borrowing by companies on the 
commercial bill market the funds of which are deposited in the banking system to make 
a quick profit on the difference in interest rates, is an absolute disgrace. 

As is the case in the U.S., Britain’s industrial structure continues to deteriorate as 
a the result of high interest rates aimed at attracting funds from abroad which helps the 
banking system to maintain its ‘cash’ base at approximately ten times the ratio of its 
money creating activities. This has forced the government through the Bank of England 
in the past few years to massive over-funding, i.e., the method by which the bank 
spuriously reduces the money supply by taking money out of the banking system 
through the sale of gilt-edged securities and returning it by the purchase of commercial 
bills. 

As the result of this involvement the Bank of England now holds approximately 
three-quarters of all commercial bills outstanding. Thus the turn-over of several hundred 
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million pounds worth daily leads to one of the many falsifications of the market, 
therefore, making this appalling travesty of ‘capitalism’ ‘round tripping’ possible. The 
immense increase of over-funding up to 1985 now demands from the taxpayer the 
enormous sum of £18,000,000,000 to meet the interest payments on the National Debt 
almost equalling the sum paid for the nation’s defence, and exceeds the combined 
amounts spent on housing and education. Therefore, over-funding and, indeed, funding 
of any description by the sale of gilt-edged securities had led to the distortions of the 
concept of ‘true-capitalism’, i.e., the producers of ‘real wealth’, as it raises long-term 
interest rates relative to those of ‘short-term’ thus diverting funds into gilt-edged securities 
instead of directly into industry free of interest payments. It has thus forced companies 
on an increasing scale, to resort to short-term financing by borrowing from the banking 
system at high rates of interest, thereby, destroying, as Keynes demonstrated it would, 
the marginal efficiency of capital. 

In the foregoing example of money creation by the banking system we have a 
perfect example of David Ricardo’s proposition that only a State Bank responsible to 
Parliament for the issue of the nation’s money supply could prevent the escalating 
indebtedness confronting world governments. 

As Enoch Powell so rightly put it in his speech in Wells, Somerset, on 28 June 
1985: “Insistence upon sound money in not an optional item on an a la carte menu of 
desirables”. The Treasury he said, had failed to keep the banks on a tight rein because 
they shrank from the consequences. In fact we learned that the Government, by borrowing 
more money from the public than it needed and lending the surplus to the banks had 
enabled them to expand their credit. 

It was on this vital issue of the main cause of inflation that three Treasury Ministers, 
Powell, Thornycroft and Birch, resigned in 1958. The great inflation of the 1970's 
proved how right they were. 

As the Bank of England’s figures quoted above show, that with the banks’ lending 
increased by nearly £6,000,000,000 in the last three months of 1984 inflation is 
inevitable. 

If we turn to the activities of the building societies we find that they had outstanding 
mortgages of about £100,000,000,000 on which in the region of £3,500,000,000 interest 
relief payments are made. Therefore, we are faced with the fact that the total community 
is taxed to afford relief to business borrowers and house buyers to the sum of approximately 
£10,500,000,000. Added to these great burdens of taxation we have the vast sum of 
about £140,000,000,000 which constitutes the National Debt on which again, as 
previously mentioned, the total community is taxed to pay interest of about 
£18,000,000,000 to service this enormous and rapidly growing debt burden. 

The examination of local government indebtedness and its dependence upon central 
government for survival throws into stark relief the impending crisis of interest payments 
on their massive debts of around about £50,000,000,000. Which brings us back to the 
National Debt and the scandalous way in which it has been used by governments since 
the end of the last war to maintain the fiction of increasing standards of living by the 
simple expedient of deferring direct taxation by selling government securities, i.e., the 


CONCLUSION AND AN OUTLINE PLAN ... 377 


National Debt. However, as all borrowers soon learn non-payment of interest soon finds 
them in dire trouble. And so it will be with nations. 

The Organization of Economic Cooperation and Development (OECD) in their 
December 1984 edition of Economic Outlook, expressed concern over the increasing debt 
service burden presented by the growing proportion of national debt in a number of 
advanced industrial countries. 


“The very rapid growth in interest payments on public debt over the past decade has 
become a major policy concern. Since the problem is a legacy of the cumulative effect 
of large deficits on outstanding stock of government debt in the context of persistently 
high interest rates, there is a fear that the situation could continue to deteriorate’. 


The Sterling crisis of mid-January 1985 and the fall of the price of oil was a 
preview of the impending nightmare of falling North Sea oil production forecast for the 
1990's. Therefore, one can see in the context of the National Debt, local government 
and industrial debt that to attempt to bolster Sterling by higher and higher interest rates 
must worsen the problem of servicing these debts and lead to further selling of Sterling 
and gilt-edged securities. 

Tied into this desperate battle to avoid inflation is the precarious position of the 
banks. We have seen in the United States examples of leading banks being saved by the 
intervention of the Federal Reserve Board and recently the Bank of England rescue of 
the Johnson Matthey Bank all of which has been to the cost of the taxpayer. The 
Governor of the Bank of England, again on the BBC Analysis programme referring to 
the above told us why this had to be done. If he had not decided to act quickly to the 
Johnson Matthey crisis the repercussions could have led to a loss of confidence in the 
City. 

“We can let a firm in difficulties go into liquidation” he said, “but not a bank”. 

Why? In my view because so many of the banking system’s assets are by their 
nature merely the components of a house of cards erected on the fraudulent principle 
that ‘every loan automatically becomes a deposit’. In other words as Geoffrey Crowther! 


put it in his book An Outline of Money (p. 56) 


“The banker is a merchant of debt and his assets as well as his liabilities consist merely 
of debts; the whole system is built up on promises to pay erected on a narrow basis of 
cash’. 


Regardless of the fact that anything with a narrow base has a nasty habit of falling 
over they continue to construct their finance houses with cards and other flimsy 
components. 

What could be a more terrible example of the appalling burden of bank created 
money to the taxpayer than the following example of the French authorities selling state 
securities to raise the necessary finance to meet the nation’s requirement? We read that 
the French government in 1972 borrowed 6,500,000,000 francs at 7 per cent. The loan 
to become redeemable in 1988. To tempt the buyers the government indexed the annual 
dividend to the price of gold. Gold prices increased dramatically with the result the 
redemption value of the loan has increased to the incredible sum of 61,000,000,000 
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francs. To service the interest on this vast sum the total community is taxed annually 
for a sum almost as much as the total amount originally borrowed, i.e., 6,500,000,000. 
This disastrous act of money raising represents 40 per cent of the French budget deficit. 

The monetary scene as observed from the point of view of the old developed 
industrial nations shows in stark outline the increasing subjection of producer- capitalism 
to the insatiable appetite of money-capitalism, provided with a virtually unbroken supply 
of new money by the “wicked forgers”; the private bankers. Ref.; Professor Ivor Pearce 
of the University of Southampton (see above Chapter 12) 

Banks continue to proliferate and vast quantities of new money finds its way into 
more and more financial schemes of increasingly fiendish complexity. This hot-house 
atmosphere of high interest rates has reached the situation in which we see that it 
must all collapse in due course. 

Well might the late Patrick Hutber, City editor of the Sunday Telegraph despair of 
what he saw in 1972. Years later the Sunday Telegraph (9/6/1985) informs us that the 
stock market has a “bee in its bonnet “over B.P’s cash mountain of £2,600,000,000 and 
at the last count was rising fast. “Enough” we are told, to buy the Midland Bank, 
Northern Foods, its own shares, 49 per cent of Britoil, Rowntree Mackintosh, a stake 
in British Gas and Johnson & Matthey. The article tells us of Lord Weinstock’s hoard 
of £1,500,000,000 at GEC and dwarfing these incredible sums of cash we learn that 
royal Dutch Shell has £6,000,000,000 stashed away. 

What we see so clearly demonstrated is the betrayal of producer-capitalism to 
money-capitalism. With money “pouring out of its ears B.P. has formed a quasi-bank 
to find “potential homes” for it. An example as to where this monetary madness is 
leading to we read of the increase in corporate crime in the United States. “The frenzy 
to get rich” has driven managers to obtain results by “hook or by crook”. We read that 
E. FE Hutton and seventeen other Wall Street securities firms had to repay $140 million 
dollars in settlement of a class action suit the result of Baldwin United Corporation's 
annuities in which 100,000 customers were involved when Baldwin United filed for 
reorganization under the United States Federal Bankruptcy code. Coming on top of this 
in May 1985 the E. F Hutton group was ordered to pay $110 million dollars in fines 
and compensation on bank fraud charges. 

The fraud involved a system known as ‘kiting-chips’, a method by which paper 
money was transferred between various banks where Hutton held accounts. It operated 
in the following manner. A cheque would be drawn on Bank ‘B’ and paid as a deposit 
into Bank ‘A’, but in reality the money was not there. During the period involved over 
a thousand million dollars were drawn and the daily overdrafts were as high as $250 
million dollars. 

The above examples of corporate crime were taken from The Times of May 3, May 
7, and the 19 and 21 of June 1985, in which other equally horrific cases are recorded. 
Also, the report on May 7 1985 (The Times) tells us that the “U.S. Congress acts to halt 
‘Junk bonds’ takeovers” and is a further illustration of the worst excesses of money- 
capitalism. Well might the chairman of Dillon Read and Co. say: 


“These activities represent an abuse of the system that is among the most serious I have 
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seen in 30 years. What is happening is similar in some ways to the speculative abuses 
that led to the 1929 crash”. 


The study of The Times reports are terrifying examples of why I am convinced that 
the uncontrolled flow of bank created money lies at the root of the dangerous instability 
of money-capitalism. 


Another Crash on Wall Street of the magnitude of 1929 would put the 
free world on the Socialist road to serfdom 


Finally, an examination of Japan’s increasing threat to the imbalance of world trade 
will show the grim reality of this great illusion. For those who have read their Adam 
Smith and understood his message of free trade will know that he demonstrated that the 
system of mercantilism made the exchange of real wealth between the nations impossible. 
As we have seen earlier in this ‘history’ that although lip service was paid to the principle 
of free trade during the development of the Industrial Revolution and through to the 
present time, in the main the neo-mercantillism of international loans, various forms of 
subsidies and protectionism have always defeated the principle of free trade. 

Thus Japan today stands in somewhat the same position as Britain did up until the 
Great War and the United States after the Great War and up until a year or so ago. 
Inevitably Japan will face the exact same economic and monetary problems that now 
confront the United States and Europe. For she has developed over the past thirty years 
all the symptoms that have led to their decline. As the result of a virtually closed 
economy Japan has built up a buoyant home market which provided a firm base from 
which she attacked the world’s markets. Thus her exports were immense and her imports 
negligible and as a result has amassed an enormous surplus in trade with a balance of 
payments of $45,600,000,000 dollars in 1984. The economies of the U.S. and the EEC 
have borne the greatest burden in this one-sided development of trade. What will 
emerge from this blatant exercise in mercantilism is the necessity of the nations to save 
what remains of their industrial base and to do so they will have to resort to some form 
of protectionism. 

It can, therefore, be seen that this action would have a somewhat similar effect on 
the Japanese economy as did the oil crisis and rising commodity prices in the 1970's. 
The government, in order to prevent large scale unemployment intervened and became 
a heavy borrower from the public sector by selling ever-increasing numbers of bonds to 
cover the fiscal deficits. As the result of this action Japan has now (1984-85) a national 
total of fiscal debt equal to nearly 7 per cent of its GNP. In other words, double that 
of the United States. 

What is even worse is that its National Debt stands at over 48 per cent of the GNP 
compared with the U.S. 34 per cent. Therefore, one can see the terrible threat to the 
world’s monetary system if Japan’s exports dropped significantly as their huge budget 
deficits will mean escalating interest payments to service them and the National Debt. 
There are many other dangers facing Japan, but in short for her there is no escape for 
she is already well down the same road as the older industrial economies of Europe and 
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the U.S. Nothing but a complete reform of the world monetary system can now prevent 
the crisis facing ‘capitalism’. With this reform the free world’s governments must implement 
firstly, the issue of all money through their State Banks free of interest charges and by 
this action David Ricardo’s conclusion will have been realised. Failing which... the 
advantage will continue to be in favour of the issuers of paper; and the State (which 
should represent the interests of the people), will continue to fail to save them from the 
unnecessary tax, which they could, if they, and not a private bank, had issued the 
money. 

Secondly, a genuine free trade would be introduced which as Adam Smith saw, and 
as Keynes rediscovered would be the exchange of real wealth between the nations 
unencumbered by debt. Thus for the first time the total community of the nations 
would enjoy the fruit of their production and Marx’s doctrine of Surplus Value accruing 
to the money-capitalist would no longer be a valid argument for Socialism. 


AN OUTLINE PLAN FOR THE SURVIVAL OF 
PRODUCER-CAPITALISM 


To have successfully privatized (denationalized) large areas of state institutions the 
first step would have been for Parliament to set up a National Bank (see Appendices for 
Ricardo’s Plan) which would be the only source of creation of new money. This money 
would have come into circulation free of interest payments subject only to a service 
charge. Wich this first and all important step taken interest rates would fall to around 
2 per cent. Thus a great proportion of savings would be quickly shifted from the 
purchase of central and local government bonds into industry and commerce so as to 
share in the increased profits now made possible by a low service charge on money 
borrowed from the National Bank. In other words as Keynes saw it “a somewhat 
comprehensive socialization of credit” would have been necessary to have avoided the 
massive build-up of the National Debt which took place between 1979 and 1989 of 
over £100,000 million bringing the National Debt to a total of £200,000 million 
carrying interest payments of around £20,000 million pounds per annum. No wonder 
Professor Tim Congdon called it the Debt Trap. Therefore, to ensure that the sales of 
nationalized industries were successful the government allowed the private banking 
system, year after year, to inject billions of new money into the money supply at 
increasingly high rates of interest thus destroying the marginal efficiency of capital. 


“High Interest decays Trade. The advantage from Interest is greater than Profit 
from Trade, which makes rich merchants give over and put their Stock into 
Interest and the lesser Merchants Break.” 


The second step to be taken would be to enact legislation for an economic 
programme that would ensure that the nation’s total production would be for the total 
consumption by the community by direct consumption and the setting aside the 
proportion of production needed in exchange for our necessary imports. Thus the 
people, for the first time, would receive their fair share of the wealth they had helped 
to produce. In other words, the neo-mercantilism of exporting the nation’s wealth on 
credit would be brought to an end. 
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The third step, and I consider this to be of crucial importance in the creation of 
a sense of fairness throughout society, is that everyone at an agreed age of retirement, 
and I visualize that this will fall rapidly in step with shorter working weeks as technology 
produces greater quantities of goods and services, would be entitled to a retirement 
pension of say, three-quarters of their wage or salary. There would be no exceptions and, 
therefore, the divisiveness of the present hotchpotch of pension schemes would be 
removed, especially the public sector index-linked pensions which ironically are partly 
paid for through the taxation of the private sector. 

Finally, the most important and crucial sector for privatisation will be the National 
Debt and Local Government Debt. If the above action is taken it will be seen that the 
vast annual tribute of interest payments to the money-capitalists from industry and 
commerce would cease immediately. The interest payments on building societies’ loans, 
hire-purchase debts and the like form of money lending would fall to around 2 per cent. 
Therefore, to privatise National and Local Debt a longer term plan of say, five years, 
would have to be introduced by Parliament to enable the government to handle the 
problem of the mass of government securities held by the public. 

As we have seen, the State Bank would issue the nation’s new money at near-zero 
interest rates charging only the necessary service charges. Thus the authorities would be 
faced with the problem of finding a fair solution for the owners of the nation’s securities 
held against national and local debt. 

A plan, somewhat, along the lines that follow, would, I am convinced be, in the 
main, welcomed by the holders of these securities as they must realise by now that in 
the next few years or so, if an entirely new approach is not made to the problem of bank 
created money, they will lose everything in the coming catastrophic inflation. Therefore, 
if the authorities through the State Bank re-cycled the government securities in the form 
of Industrial Certificates at their present value with which they could buy shareholdings 
in British industry, ship-building, building construction, transport, etc., who when 
relieved of interest payments on bank borrowed money and the ‘marginal efficiency of 
capital’ is restored, will be able co earn profits with which they can pay their shareholders 
their fair share. 

At the same time an inventory of the assets held by central and local governments 
would be compiled and a proportion of these could then be purchased with the Industrial 
Certificates issued in lieu of securities held on the National and Local Debt. Thus 
having compiled this national survey of the nation’s assets the opportunity presents itself 
of creating a partnership in industry and commerce which, for the first time, will give 
employees a vital interest in the prosperity of the enterprise in which they work. This 
sharing of the nation’s assets, would, I suggest, be apportioned between industry, employees 
and pensioners, thus bringing with it the most important of Adam Smith's dictums, that 
of ‘self-interest’, the driving force of capitalism. 

The government's overriding concern would then be through fiscal controls to keep 
the nation’s production and consumption in balance. Action along these lines by 
Parliament would lead to the correction of that which Keynes saw as: 
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“The outstanding fault of economic society in which we live, its failure to provide for 
full employment and its arbitrary and inequitable distribution of wealth and income!” 


Therefore, the general outline of the above plan presents the way in which we can 
break out of the dangerous impasse that true capitalism finds itself in. It could be, as 
this ‘history’ has shown, the fulfilment of the findings of Adam Smith, David Ricardo 
and John Maynard Keynes, as to the way in which the economy of the nation would 
need to be guided if we are to achieve the reasonable degree of stability for which the 
people long. 

However, although the above Outline of a National Plan for the reform of the 
monetary system is revolutionary as regards the private banking system, the alternative, 
if action is not taken along the lines similar to those indicated in the near future, will 
be the revolution of the loss of property and freedom that the renewal of the socialist 
state will bring along that, which has become — The Other Road to Serfdom. For I am 
convinced that under the smile of the new socialist face the hearts of millions still beat 
for the control of all capitalism. Why is it that the Labour Party still retains Clause 4 
of their constitution? Just in case? However this might be about to change following the 
recent visit by Gordon Brown and John Smith (Labour's Shadow Chancellor) to the 
Bilderberger Meeting at Baden-Baden in June 1991 initially denied by Labour’s Central 
Office but later confirmed to Charles Taylor of the London Evening Standard who was 
responsible for releasing the story in his London Diary column. Its also interesting to 
note that Peter Mandelson is regular attendee. 

What I have endeavoured to show throughout this history is that the Old Labour 
Party still clings to the Marxist-socialist concept of lumping finance-capitalism and 
producer-capitalism together instead of realizing that these two forms of ‘capitalism’ are 
in constant and mortal conflict. 

Over seventy years ago the Russian revolution ushered in a new political force 
which early socialist reformers hoped would bring a fairer distribution of real wealth 
which is only possible through the efforts of — ‘labour’. 

As Adam Smith put it in his Wealth of Nations: 


“It was not by gold or silver, but by labour, that all the wealth in the world was 
originally purchased.” 


After the collapse of pre-1914 Europe the hopes of establishing a Marxist- socialist 
Europe ran high. Only nationalism stood in the way of its realization. Although Kemal 
Ataturk halted communist expansion into Turkey as did Mussolini in Italy it should not 
be forgotten that the same financial forces that brought about the Bolshevik Revolution 
were also responsible for the Young Turk and Young Italy Movements. Which is somewhat 
like finding out that the head of the fire service is also an active arsonist. The great 
struggle for the prevention of a Marxist-socialist central Europe was to take place in 
Germany. Thus, in the author’s view, when the forces of nationalism overthrew 
communism in Spain, the tide was turned and Western Europe was saved from the 
Serfdom’ that Professor Hayek so much feared. Eastern European nationalism in its long 
struggle against the tyranny of the Soviet system has at last broken free. However, for 
the predominately left-wing Western European socialism the sudden collapse of the 
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Russian Communist system has thrown up again the certainty that the nation states of 
Western Europe will again have to exert all their strength to overthrow the equally 
corrupt bureaucracy of the Common Market. Therefore, with the nation states released 
from the bondage of bank created credit money the old dual capitalist system will be 
seen for what it was; ‘the cumulative oppressive power of capitalism to exploit the 
scarcity-value of capital (General Theory, p. 376). 

With this basic reform the existing private banking system would remain intact as 
the mechanism by which the world’s bookkeeping and business transactions could be 
carried out. The banks, however, would act as agents for the State Bank and would be 
remunerated for their services. They would, therefore, be in the same position as they 
are now to transact all services for which they in turn would make the necessary charges. 
The one thing they could no longer do would be to create and lend credit-money and 
charge interest. This we have seen will be the sole prerogative of the State Bank. In the 
words of Ken Palmerton of the Institute for Rational Economics, “the City would once 
again belong to the people.” Wich all new money coming into existence free of interest 
charges as does MO, the genuine percentage of the nation’s money supply; coins and 
bank notes, i.e., our legal tender money. 

The private banks will therefore be seen to operate in the same way as any other 
business by making profits from their services. They will also, as they do at the present 
moment, operate their customer's current accounts, clear cheques, etc. As interest rates 
would now be at near-zero depositors who wanted to save could deposit their savings 
in the banks’ stocks and shares department where there would be available all the 
necessary information for their guidance on investment decisions. The banks would still 
be able to lend the public the necessary finance to enable them to purchase domestic 
property. But, as with building societies they will only be able to lend the money that 
has been deposited with them for this purpose. Thus both the banks and the building 
societies will only be able to pay their depositors dividends from the profits they make 
from the service charges on their mortgages and rental schemes. 

Internationally the governments of the world will have to come to some agreement 
as to how they can curb the excesses of world banking in their currency dealings. 
Eurodollars, Eurocurrency, Eurobonds and the like must be strictly controlled to prevent 
the massive flow of currency around the world’s stock exchanges which are constantly 
destabilizing the nation’s currencies hence the impossibility of achieving price stability 
which all economists agree is the first essential for a sound currency. It has been estimated 
that of the trillions in world currencies floating around the exchanges only about 10 per 
cent of it is necessary to fund or settle the world’s trade. The other 90 per cent represents 
pure catch-as-catch-can gambling chips for the world’s largest casino. 

The banks, therefore, deprived of their unwarranted and privileged position to 
create vast quantities of new credit money — then the curse of speculative buying and 
selling will have been eliminated. 

For the realization of a true democratic partnership in trade and industry I would 
suggest that the long proven success of the John Lewis Partnership built upon the 
principles laid down by its founder, John Spedan Lewis, would be a splendid example 
of how this could be achieved. Therefore, in my view, the danger of a return to a form 
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of Marxist-socialism could be avoided. Without a partnership in trade and industry 
between the actual producers of real wealth and services there cannot be any real control 
over the oppressive power of rentier-capitalism. 

The time-scale of two generations envisaged by Keynes to facilitate the changes 
that would bring about the demise of the money-capitalist system has now passed and 
been wasted. And since the end of the last world war it has developed a financial system 
which has encompassed the world in unrepayable debt thus setting nation against nation 
in their unnecessary struggle for export markets, therefore, delaying the solution as 
Keynes envisaged it, when he wrote: 


“International trade would cease to be what it is, namely, a desperate expedient to 
maintain employment at home by forcing sales on foreign markets, which, if successful 
will merely shift the problem of unemployment to the neighbour which is worsened in 
the struggle, but a willing and unimpeded exchange of goods and services in conditions 
of mutual advantage.” (General Theory, p. 382) 


Therefore, the great challenge to the world’s governments during this decade of the 
1990’s is the prevention of a recurrence of Marxist-socialism that uncontrolled capitalism, 
unless checked, will inevitably bring about David Ben Gurion’s 1962 prophecies for a 
world government based in Jerusalem. 

Our proposal for the redemption of Cheltenham’s Public Works Loan Board debt 
illustrated how Parliament could bring about the nationalisation of the national and 
local authority debt, and David Ricardo’s pamphlet — A Plan for the Establishment of 
a National Bank (published in 1824) will, I feel certain, give us the framework for the 
reorganization of the nation’s money supply. 

An introduction to the proposal for the redemption of Cheltenham Borough 
Council’s Public Works Loan Board debt. 

The proposal which was sent to Mr. Charles Irving, M.P. for Cheltenham for 
submission to the Secretary of State for the Environment is one adapted to meet 
Cheltenham’s situation from a copy sent to me by Lawrence Trimby, FCA, an equally 
dedicated reformer of the present monetary system. 

At the heart of the proposal lies the fact that today’s currencies are based, in the 
main, on paper; the legal tender issue, even the coinage is of little value. Thus there is 
no connection with the currencies and precious metals, gold and silver. Furthermore all 
currencies are now inconvertible. That is to say the state authorities will not exchange 
them for gold or silver, therefore, the currency in itself is worthless. However, we all 
know from our everyday experience that this is not so as we have no difficulty in 
exchanging a piece of paper proclaiming that it is worth £5 for a basket of goods for 
the sum. 

We must, therefore, conclude that, the £5 note gets its value from somewhere. 
Now if we examine the proposal for the redemption of Cheltennam’s Public Works Loan 
Board debt we shall find that the answer lies in page 2 where it shows that the Bank 
Charter Act of 1844 laid down that the currency of the realm, i.e., the legal tender 
money, would be issued by the Bank of England up to the sum of £14,000,000, 
£11,000,000 of which was guaranteed by government securities. It is, therefore, clear 
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that from the foundation of our legal tender money that the State, the people, via the 
Treasury stands behind the Bank of England backed by the total wealth of the nation. 
Thus we must conclude that our legal tender money is based upon confidence and when 
we turn to page 3 of the proposal, part 2/7 para. 3, we see that the whole of our legal 
tender money, which in February 1983 stood at £11,025,000,000 could have been 
effectually covered by non-interest paying bonds. 

The salient point, however, is that this base of our monetary system comes into 
circulation free of interest charges and, at the time of writing is comprised of approximately 
10 per cent of the nation’s money supply, the rest being bank created upon the 
creditworthiness of the nation’s legal tender money — unfortunately this percentage has 
been in steady decline for decades. In spite of which the bulk of the nation’s money is 
created by the private banking system, on which they charge interest, which has no 
substance and merely represents a ledger entry by which “every loan becomes a deposit.” 
But it is our contention that the bank rate should be fixed at 2 per cent. 

It was envisaged, that in the proposal for the redemption of Cheltenham’s Public 
Works Loan Board debt lies the answer to the appalling problem of ever-increasing 
indebtedness of central government, local government, industry and domestic consumers. 

What the example of the redemption of Cheltenham’s PWLB debt shows is that 
if of the nation’s money-supply, i.e., the legal tender money which is issued by the State 
free of interest can be accepted in complete confidence, there can be no valid reason as 
to why the remaining balance of the nation’s money supply could not be issued in the 
same way. This is the fundamental problem confronting all the industrial developed 
nations and as with the case of the United Kingdom the central authorities in their 
attempt to prevent indebtedness from getting out of hand now find themselves in 
conflict with the local authorities and where is the subsidiarity in that arrangement? 

In essence the central government is seeking to curb the power of the local authorities 
to increase rates and to control the sale of their securities thus denying democratically 
elected councillors the right to decide their own local requirements ~ and represents a 
distinct lack of subsidiarity. Whereas, at the same time the central authorities, by allowing 
the banking system to create over 90 per cent of the nation’s money-supply a proportion 
of which every year is ‘taken out’ of circulation by the sale of government securities, i.e. 
the National Debt, thus giving them in conjunction with the private banking system 
virtually complete control over local government and industry in their financial decisions. 

We now see that even in the case of an ‘affluent’ Cheltenham that the whole 
structure of local authority finance is under great stress. Cheltenham’s total rate income 
for the year ending 31 March 1983 at £2,661,355 was not sufficient to pay the interest 
charges of the total outstanding debt. Therefore, the authorities had to dip into the 
central government subsidy of £3,950,000 for the sum of £489,000 to enable them to 
meet their liabilities. 

To conclude. This threatened breakdown of the nation’s taxation and rating system 
can only be avoided by the enactment by Parliament of a Bill for the reform of the City 
of London and the nation’s monetary system based upon the main principles as outlined 
above. 
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In Order To Avoid This Other Road To Serfdom — Money must again become the 
servant of humanity, operating in the interests of society as a whole and in the interests 
of the creators of all Real Wealth — Not the City and its non-productive parasitic 
oligarchy. 


NOTE 


1. Geoffrey Crowther. For many years he was editor of The Economist. The giants of producer- 
capitalism have observed that enormous profits can be made using their cash flow by investing in 
the financial markets, instead of the further development of industry or lower prices to the 
consumer. This is surely the sole justification for the acceptance of ‘capitalism’. 
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PREFACE 


It was the intention of Mr. Ricardo, on retiring into the country, after the last 
Session of Parliament, to employ part of his leisure in committing to paper, with a view 
to publication, a scheme by which, in his opinion, the profit derived from the supply 
of Paper Currency might be afforded to the public without any diminution of security 
against the inconveniences to which such a Currency is liable. It was known, previous 
to his last illness, that he had carried his design into execution; and the following pages 
were found among his papers after his decease. It is not known that Mr. Ricardo 
thought any alteration or addition necessary, unless it be in one point. Having 
communicated his MS. to a member of his own family, who was near him at the time 
of its completion; and it being suggested to him that difficulty might be experienced in 
the country, as the notes of one district were not to be payable in another, in obtaining 
currency for the purposes of travelling; he admitted that something to obviate this 
inconvenience might be required, but thought that some very simple arrangement would 
answer the end. It does not appear that he had committed to writing any expedient 
which might have occurred to him for that purpose; and his friends have deemed it most 
proper to commit his manuscript to the press, with this explanation, in the state precisely 
in which it was found. 


PLAN, &c. 


The Bank of England performs two operations of banking, which are quite distinct, 
and have no necessary connection with each other: it issues a paper currency as a 
substitute for a metallic one; and it advances money in the way of loan, to merchants 
and others. 

That these two operations of banking have no necessary connection, will appear 
obvious from this,—that they might be carried on by two separate bodies, without the 
slightest loss of advantage, either to the country, or to the merchants who receive 
accommodation from such loans. 

Suppose the privilege of issuing paper money were taken away from the Bank, and 
were in future to be exercised by the State only, subject to the same regulation to which 
the Bank is now liable, of paying its notes, on demand, in specie; in what way would 
the national wealth be in the least impaired? We should then, as now, carry on all the 
traffic and commerce of the country, with the cheap medium, paper money, instead of 
the dear medium, metallic money; and all the advantages which now flow from making 
this part of the national capital productive, in the form of raw material, food, clothing, 
machinery, and implements, instead of retaining it useless, in the form of metallic 
money, would be equally secured. 

The public, or the Government on behalf of the public, is indebted to the Bank 
in a sum of money larger than the whole amount of bank notes in circulation; for the 
Government not only owes the Bank fifteen millions, its original capital, which is lent 
at three per cent. interest, but also many more millions, which are advanced on Exchequer 
bills, on half-pay and pension annuities, and on other securities. It is evident, therefore, 
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that if the Government itself were to be the sole issuer of paper money, instead of 
borrowing it of the Bank, the only difference would be with respect to the interest;— 
the Bank would no longer receive interest, and the Government would no longer pay 
it: but all other classes in the community would be exactly in the same position in which 
they now stand. It is evident too, that there would be just as much money in circulation; 
for it could make no difference, in that respect, whether the sixteen millions of paper 
money now circulating in London, were issued by Government, or by a banking 
corporation. The merchants could suffer no inconvenience from any want of facility in 
getting the usual advances made to them, in the way of discount, or in any other 
manner; for, first, the amount of those advances must essentially depend upon the 
amount of money in circulation, and that would be just the same as before: and, 
secondly, of the amount in circulation, the Bank would have precisely the same proportion, 
neither less nor more, to lend to the merchants. 

If it be true, as I think I have clearly proved, that the advances made by the Bank 
to the Government, exceed the whole amount of the notes of the Bank in circulation, 
it is evident that part of its advances to Government, as well as the whole of its loans 
to other persons, must be made from other funds, possessed , or at the disposal of the 
Bank; and which it would continue to possess after Government had discharged its debt 
to it, and after all its notes were withdrawn from circulation. Let it not then be said that 
the Bank Charter, as far as regards the issuing of paper money, ought to be renewed, 
for this reason— that if it be not, the merchants will suffer inconvenience, from being 
deprived of the usual facilities of borrowing; as I trust I have shown that their means 
of borrowing would be just as ample as before. 

It may however be said, that, if the Bank were deprived of that part of its business 
which consists in issuing paper money, it would have no motive to continue a joint 
stock company, and would agree on a dissolution of its partnership. I believe no such 
thing; it would still have profitable means of employing its own funds: but suppose I 
am wrong, and that the company were dissolved, what inconvenience would commerce 
sustain from it? If the joint stock of the company be managed by a few directors, chosen 
by the general body of proprietors; or if it be divided amongst the proprietors themselves, 
and each share be managed by the individual to whom it belongs, will that make any 
difference in its real amount, or in the efficacy with which it may be employed for 
commercial purposes? It is probable that in no case would it be managed by the 
individual proprietors, but that it would be collected in a mass or masses, and managed 
with much more economy and skill than it is now managed by the Bank. A great deal 
too much stress has always been laid on the benefits which commerce derives from the 
accommodation afforded to merchants by the Bank. I believe it to be quite insignificant 
compared with that which is afforded by the private funds of individuals. We know that 
at the present moment the advances by the Bank to merchants, on discount, are of a 
very trifling amount; and we have abundant evidence to prove, that at no time have they 
been great. The whole fund at the disposal of the Bank, for the last thirty years, is well 
known. It consisted of its own capital and savings—of the amount of deposits left with 
it by Government and by individuals, who employed it as a banker. From this aggregate 
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fund must be deducted the amount of cash and bullion in the coffers of the Bank; the 
amount of advances to the holders of receipts, for the loans contracted for during each 
year; and the amount of advances to Government in every way. After making these 
deductions, the remainder only could have been devoted to commercial objects; and if 
it were ascertained, would, I am sure, be comparatively of a small amount. 

From papers laid before Parliament in 1797, in which the Bank gave a number, 
as unit, and a scale of its discounts for different years, it was calculated, by some 
ingenious individual, after comparing this scale with other documents, also laid before 
Parliament, that the amount of money advanced in the way of discount to the merchants, 
for a period of three years and a half previous to 1797, varied from two millions to 
3,700,000/ 

These are trifling amounts in such a country as this, and must bear a small 
proportion to the sum lent by individuals for similar purposes. In 1797, the advances 
to Government alone, by the Bank, exclusive of its capital, which was also lent to 
Government, were more than three times the amount of the advances to the whole body 
of merchants. 

A committee of the House of Commons was appointed last session of Parliament, 
to inquire into the law of pledges, and into the relation of consignors of goods from 
abroad, to consignees. This committee called before it Mr. Richardson, of the house of 
Richardson, Overend, and Co., eminent discount brokers in the city. This gentleman 
was asked 

“Q Are you not in the habit occasionally of discounting to a large extent bills of 
brokers and other persons, given upon the security of goods deposited in their hands? 

“A. Very large. 

“Q. Have you not carried on the business of a bill broker and money agent to a 
very large extent, much beyond that of any other individual in this town? 

“A. 1 should think very much beyond. 

“Q. To the extent of some millions annually? 

“A. A great many; about twenty millions annually;—sometimes more.” 

The evidence of Mr. Richardson satisfactorily proves, I think, the extent of 
transactions of this kind, in which the Bank has no kind of concern. Can any one doubt, 
that, if the Bank were to break up its establishment, and divide its funds among the 
individual proprietors, the business of Mr. Richardson, and of others who are in the 
same line, would considerably increase? On the one hand, they would have more 
applications made to them for money on discount: on the other, many who would have 
money to dispose of, would apply to them to obtain employment for it. The same 
amount of money, and no more, would be employed in this branch of business; and if 
not employed by the Bank, or by the individual proprietors, if they had the management 
of their own funds, it would inevitably find its way, either by a direct or circuitous 
channel, to Mr. Richardson, or to some other money agent, to be employed by him in 
promoting the commerce, and upholding the trade of the country; for in no other way 
could these funds be made so productive to the parties to whom they would belong. 

If the view which I have taken of this subject be a correct one, it appears that the 
commerce of the country would not be in the least impeded by depriving the Bank of 
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England of the power of issuing paper money, provided an amount of such money, equal 
to the Bank circulation, was issued by Government: and that the sole effect of depriving 
the Bank of this privilege, would be to transfer the profit which accrues from the interest 
of the money so issued from the Bank, to Government. 

There remains, however, one other objection, to which the reader’s attention is 
requested. 

It is said that Government could not be safely entrusted with the power of issuing 
paper money; that it would most certainly abuse it; and that, on any occasion when it 
was pressed for money to carry on a war, it would cease to pay coin, on demand, for 
its notes; and from that moment the currency would become a forced government 
paper. There would, I confess, be great danger of this, if Government—that is to say, 
the ministers—were themselves to be entrusted with the power of issuing paper money. 
But I propose to place this trust in the hands of Commissioners, not removable from 
their official situation but by a vote of one or both Houses of Parliament. I propose also 
to prevent all intercourse between these Commissioners and ministers, by forbidding 
every species of money transaction between them. The Commissioners should never, on 
any pretence, lend money to Government, nor be in the slightest degree under its 
controul or influence. Over Commissioners so entirely independent of them, the ministers 
would have much less power than they now possess over the Bank Directors. Experience 
shows how little this latter body have been able to withstand the cajolings of ministers; 
and how frequently they have been induced to increase their advances on Exchequer bills 
and Treasury bills, at the very moment they were themselves declaring that it would be 
attended with the greatest risk to the stability of their establishment, and to the public 
interest. From a perusal of the correspondence between Government and the Bank, 
previous to the stoppage of Bank payments, in 1797, it will be seen, that the Bank 
attributes the necessity of that measure (erroneously in this instance, I think), to the 
frequent and urgent demands for an increase of advances on the part of Government. 
I ask then, whether the country would not possess a greater security against all such 
influence, over the minds of the issuers of paper, as would induce them to swerve from 
the strict line of their duty, if the paper money of the country were issued by 
Commissioners, on the plan I have proposed, rather than by the Bank of England, as 
at present constituted? If Government wanted money, it should be obliged to raise it in 
the legitimate way; by taxing the people; by the issue and sale of exchequer bills, by 
funded loans, or by borrowing from any of the numerous banks which might exist in 
the country; but in no case should it be allowed to borrow from those, who have the 
power of creating money. 

If the funds of the Commissioners became so ample as to leave them a surplus 
which might be advantageously disposed of, let them go into the market and purchase 
publicly government securities with it. If on the contrary it should become necessary for 
them to contract their issues, without diminishing their stock of gold, let them sell their 
securities, in the same way, in the open market. By this regulation a trifling sacrifice 
would be made, amounting to the turn of the market, which may be supposed to be 
gained by those whose business it is to employ their capital and skill in dealing in these 
securities; but in a question of this importance such a sacrifice is not worth considering. 
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It must be recollected that, from the great competition in this particular business, the 
turn of the market is reduced to a very small fraction, and that the amount of such 
transactions could never be great, as the circulation would be kept at its just level, by 
allowing for a small contraction or extension of the treasure in coin and bullion, in the 
coffers of the commissioners. It would be only when, from the increasing wealth and 
prosperity of the country, the country required a permanently increased amount of 
circulation, that it would be expedient to invest money in the purchase of securities 
paying interest, and only in a contrary case, that a part of such securities would be 
required to be sold. Thus, then, we see that the most complete security could be 
obtained against the influence, which, on a first and superficial view, it might be 
supposed Government would have over the issues of a National Bank; and that, by 
organizing such an establishment, all che interest, which is now annually paid by 
Government to the Bank, would become a part of the national resources. 

I would propose, then, some such plan as the following, for the establishment of 
a National Bank. 


1. 


Five Commissioners shall be appointed, in whom the full power of issuing all the paper 
money of the country shall be exclusively vested. 


2. 


On the expiration of the charter of the Bank of England, in 1833, the Commissioners 
shall issue fifteen millions of paper money, the amount of the capital of the Bank, lent 
to government, with which that debt shall be discharged. From that time the annual 
interest of 3 per cent. shall cease and determine 


3. 


On the same day, ten millions of paper money shall be employed by the Commissioners 
in the following manner. With such parts of that sum as they may think expedient, they 
shall purchase gold bullion of the Bank, or of other persons; and with the remainder, 
within six months from the day above mentioned, they shall redeem a part of the 
government debt to the Bank, on exchequer bills. The exchequer bills, so redeemed, 
shall thereafter remain at the disposal of the Commissioners. 


4. 


The Bank shall be obliged, with as little delay as convenient after the expiration of its 
charter, to redeem all its notes in circulation, by the payment of them in the new notes 
issued by government. It shall not pay them in gold, but shall be obliged to keep always 
a reserve of the new notes, equal in amount to its own notes which may remain in 
circulation. 


5. 


The notes of the Bank of England shall be current for six months after the expiration 
of the Bank charter, after which they shall no longer be received by government in 
payment of the revenue. 
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7. 


Within six months after the expiration of the Bank charter, the notes of the country 
banks shall cease to circulate, and the different banks, which shall have issued them, 
shall be under the same obligation as the Bank of England to pay them in government 
notes. They shall have the privilege of paying their notes in gold coin, if they prefer so 
to do. 


8. 


For the greater security of the holders of government notes, residing in the country, 
there shall be agents in the different towns, who shall be obliged, on demand, to verify 
the genuineness of the notes, by affixing their signatures to them, after which, such 
notes shall be exchangeable only in the district where they are so signed. 


9. 


Notes issued in one district, or bearing the signature of an agent in one district, shall 
not be payable in any other; but on the deposit of any number of notes, in the office 
of the district where they were originally issued, or where they were signed, agreeably 
to the last regulation, a bill may be obtained, on any other district, payable in the notes 
of that district. 


10. 


Notes issued in the country shall not be payable in coin in the country; but for such 
notes a bill may be obtained on London, which will be paid in coin, or in London notes, 
at the option of the party presenting the bill in London. 


11. 


Any one depositing coin, or London notes, in the London office, may obtain a bill 
payable in the notes of any other district, to be named at the time of obtaining the bill. 
And any one depositing coin in the London office may obtain London notes to an equal 
amount. 


12. 


The Commissioners in London shall be obliged to buy any quantity of gold of standard 
fineness, and exceeding one hundred ounces in weight, that may be offered them, at a 
price not less than £3: 17s. Gd. per oz. 


13. 


From the moment of the establishment of the National Bank, the Commissioners shall 
be obliged to pay their notes and bills, on demand, in gold coin. 


14. 


Notes of one pound shall be issued at the first establishment of the National Bank, and 
shall be given to any one requiring them in exchange for notes of a larger amount, if 
the person presenting them prefer such notes to coin. This regulation to continue in 
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force only for one year, as far as regards London, but to be a permanent one in all the 
country districts. 


15. 


It must be well understood, that in country districts the agents will neither be 
liable to give notes for coin, nor coin for notes. 


16. 


The Commissioners shall act as the general banker to all the public departments, in the 
same manner as the Bank of England now acts; but they shall be precluded from 
fulfilling the same office, either to any corporation, or to any individual whatever. 


On the subject of the first regulation J have already spoken. The Commissioners 
should be, I think, five in number—they should have an adequate salary for the business 
which they would have to perform and superintend—they should be appointed by 
government, but not removable by government. 

The second regulation refers to the mode in which the new paper circulation 
should be substituted for the old. By the provision here made, twenty-five millions of 
paper money will be issued; that sum will not be too large for the circulation of the 
whole country, but if it should be, the excess may be exchanged for gold coin, or the 
Commissioners may sell a portion of their exchequer bills, and thus diminish the 
amount of the paper circulation. There are other modes by which the substitution of 
the new notes for the old might be made, if the Bank of England co-operated with the 
Commissioners: but the one here proposed would be effectual. It might be desirable that 
Government should purchase from the Bank, at a fair valuation, the whole of its 
buildings, if the Bank were willing to part with them; and also take all its clerks and 
servants into pay. It would be but just to the clerks and servants of the Bank to provide 
employment and support for them, and would be useful to the public to have the 
services of so many tried and experienced officers to conduct their affairs. It is a part 
of my plan, too, that the payment to the Bank for the management of the national debt 
should wholly cease at the expiration of the Bank charter; and that this department of 
the public business should be put under the superintendence and controul of the 
Commissioners. 

The third regulation provides for a proper deposit of gold coin and bullion, without 
which the new establishment could not act. In fact, there would be fourteen millions 
instead of ten, at the disposal of the Commissioners. It has been seen, by one of the 
subsequent regulations, that the Commissioners would act as Banker to the public 
departments; and as it is found by experience, that, on the average, these departments 
have four millions in their Banker’s hands, the Commissioners would have these four 
millions in addition to the ten millions. If five millions were devoted to the purchase 
of coin and bullion, nine millions would be invested in floating securities. If eight 
millions were invested in gold, six millions would remain for the purchase of exchequer 
bills. Whatever debt remained due to the Bank, after this second payment made by the 
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Commissioners, must be provided for by loan, or made the subject of a special agreement 
between the Government and the Bank of England. 

The fourth and fifth regulations provide for the substitution of the new paper 
money for the old; and protect the Bank from the payment in specie of the notes which 
it may have outstanding. This cannot be attended with any inconvenience to the holders 
of those notes, because the Bank is bound to give them Government notes, which are 
exchangeable, on demand, for gold coin. 

The seventh regulation provides for the substitution of the new notes for the old 
Country Bank notes. The country Banks could have no difficulty in providing themselves 
with the new notes for that purpose. All their transactions finally settle in London, and 
their circulation is raised upon securities deposited there. By disposing of these securities, 
they would furnish themselves with the requisite quantity of money to provide for the 
payment of their notes, consequently the country would at no time be in want of an 
adequate circulation. The circulation of the country Banks is estimated at about ten 
millions. 

The eighth regulation provides against fraud and forgery. In the first instance, 
paper money cannot be issued from each district, but must all be senc from London. 
It is just, therefore, that some public agent, should, in as many places as convenient, be 
prepared to verify the genuineness of the notes. After a time, the circulation of each 
district would be carried on by notes issued in that district, in forms sent for that 
purpose from London. 

The ninth regulation provides every possible facility for making remittances and 
payments to any district in the country. If a man at York wishes to make a payment of 
£1000 to a person at Canterbury, by the payment of £1000 in notes, issued at York, 
to the agent in that town, he may receive a bill for £1000, payable at Canterbury, in 
the notes of that district. 

The tenth regulation provides for the payment of the notes of every district, in 
coin, in London. If a man in York wants £1000 in coin, government should not be at 
the expense of sending it to him: he ought to be at that expense himself. This is a 
sacrifice that must be made for the use of paper money; and if the inhabicants of the 
country are not contented to submit to it, they may use gold instead of paper; they 
must, nevertheless, be at the expense of procuring it. 

The eleventh regulation, as well as the ninth, provides for making remittances and 
payments to all parts of the country. 

The twelfth regulation provides against the amount of the paper currency being 
too much limited in quantity, by obliging the Commissioners to issue it at all times in 
exchange for gold, at the price of 3/ 17s. 6d. per oz. Regulating their issues by the price 
of gold, the commissioners could never err. It might be expedient to oblige them to sell 
gold bullion at 34 17s. 9d; in which case the coin would probably never be exported, 
because that can never be obtained under 3/ 17s. 10¥%d. per oz. Under such a system, 
the only variations that could take place in the price of gold, would be between the 
prices of 31. 17s. 6d. and 3/, 17s. 94.; and by watching the market price, and increasing 
their issues of paper, when the price inclined to 3/ 17s. 6d., or under; and limiting 
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them, or withdrawing a small portion, when the price inclined to 3/. 17s. 94., or more; 
there would not probably be a dozen transactions in the year by the Commissioners in 
the purchase and sale of gold; and if there were, they would always be advantageous, and 
leave a small profit to the establishment. As it is, however, desirable to be on the safe 
side, in managing the important business of a paper money in a great country, it would 
be proper to make a liberal provision of gold, as suggested in a former regulation, in 
case it should be thought expedient occasionally to correct the exchanges with foreign 
countries, by the exportation of gold, as well as by the reduction of the amount of paper. 

The thirteenth regulation obliges the Commissioners to pay their notes, on demand, 
in gold coin. 

The fourteenth regulation provides for a supply of one-pound notes for the country 
circulation. On the first establishment of the National Bank, but not afterwards, these 
are to be issued in London, to be subsequently counter-signed in the country. As a check 
on the country agents, every description of note might be sent to them from London, 
numbered and signed. After receiving them, the agent should countersign them before 
they were issued to the public; and he should be held strictly responsible for the whole 
amount sent to him, in the same manner as the distributors of stamps are responsible 
for the whole amount of stamps sent to them. It is hardly necessary to observe that the 
country agents ought to be in constant correspondence with the London district, for the 
purpose of giving information of all their proceedings. Suppose a country agent has 
given one hundred notes of one pound, for a note of one hundred pounds, he must give 
information of that fact, sending at the same time the larger note for which he has given 
them. His account in London would be credited and debited accordingly. If he receive 
one hundred pounds in notes, and give a bill on another district, he must give advice, 
both to the London district and to the district on which the bill is given, sending up 
the note, as in the former instance. His account will be credited for this one hundred 
pounds, and the agent of the other district will be charged with it. It is not requisite 
to go any further into details; I may already have said too much; but my object has been 
to show that the security for the detection of fraud is nearly perfect, as vouchers for 
every transaction would all be originally issued in London, and must be returned to 
London, or be in the possession of the country agent. 

The fifteenth regulation is only explanatory of some of the former regulations. 

The sixteenth regulation directs that the Commissioners shall act as banker to the 
public departments, and to the public departments only. 

If the plan now proposed should be adopted, the country would, probably, on the 
most moderate computation, save 750,000/ per annum. Suppose the circulation of 
Paper money to amount to twenty-five millions, and the Government deposits to four 
millions; these together make twenty-nine millions. On all this sum interest would be 
saved, with the exception of six millions, perhaps, which it might be thought necessary 
to retain as deposits, in gold coin and bullion; and which would consequently be 
unproductive. Reckoning interest then at three per cent. only, on twenty-three millions, 
the public would be gainers of 690,000/. To this must be added 248,000/ which is now 
paid for the management of the public debt,—making together 938,000 Now, supposing 
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the expenses to amount to 188,000/, there would remain for the public an annual 
saving or gain of 750,000/. 

It will be remarked that the plan provides against any party but the Commissioners 
in London, making an original issue of notes. Agents in other districts in the country, 
connected with the Commissioners, may give one description of notes for another; they 
may give bills for notes, or notes for bills drawn on them; but, in the first instance, every 
one of these notes must be issued by the Commissioners in London, and consequently 
the whole is strictly under their cognizance. If, from any circumstances, the circulation 
in any particular district should become redundant, provision is made for the transfer 
of such redundancy to London; and if it should be deficient, a fresh supply is obtained 
from London. If the circulation of London should be redundant, it will show itself by 
the increased price of bullion, and the fall in the foreign exchanges, precisely as a 
redundancy is now shown; and the remedy is also the same as that now in operation; 
viz, a reduction of circulation, which is brought about by a reduction of the paper 
circulation. That reduction may take place two ways; either by the sale of Exchequer 
bills in the market, and the cancelling of the paper money which is obtained for 
them,—or by giving gold in exchange for the paper, cancelling the paper as before, and 
exporting the gold. The exporting the gold will not be done by the Commissioners; that 
will be effected by the commercial operation of the merchants, who never fail to find 
gold the most profitable remittance when the paper money is redundant and excessive. 
If, on the contrary, the circulation of London were too low, there would be two ways 
of increasing it—by the purchase of Government securities in the market, and the 
creation of new paper money for the purpose; or by the importation, and purchase, by 
the Commissioners, of gold bullion; for the purchase of which new paper money would 
be created. The importation would take place through commercial operations, as gold 
never fails to be a profitable article of import, when the amount of currency is deficient. 


LONDON 


JOHN MURRAY ALBERMARLE STREET 
MDCCCXXIV - 1824 AD 
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Abbey Selective Bonds.,141 

Abduh. Sheikh Mohammad. Replaced the spirited 
Sheikh Hassuna al-Nawawi, as Rector of al- 
Azhar University and Mufti of Egypt, who had 
vehemently opposed the levying of interest by 
Sir Evelyn Baring - (Lord Cromer), See Baring. 
Sheikh Hassuna al-Nawawi., was replaced by 
Mohammad ‘Abduh as the Rector of al-Azhar 
University and Grand Mufti of Egype for his 
opposition to the introduction of ‘interest’ by 
Sir Evelyn Baring, the Ist Lord Cromer (1841- 
1917), a major Banker, and British Diplomat, 
who as British comptroller of Egypt from 1883- 
1907, did much co undermine Islam's 
prohibition of ‘Riba’/Interest, by appointing 
Sheikh Muhammad ‘Abduh - a man he 
described in his “Modern Egypt’, as an agnostic 
- to the influential position as Grand Mufti, to 
replace Sheikh/Shaikh Hassuna al-Nawawi; who 
had, “rendered himself especially conspicuous”, 
as Cromer put it, “by the violence of his 
expressions and his discourteous attitude towards 
the Ministers”. Ref. despatch No 108, from 
Cairo, on June 13th, 1899: This followed a 
directive to Sheikh al-Nawawi, then the acting 
Mufti, to impose interest on religious court 
settlements, contrary to shari’a (Islamic) Law. 

Abuse of money by the banking system., 133 

ABYSS. Living on the edge of: The dire penalties 
that await a world awash with interest bearing 
bonds, based on the Eurodollar.,136. 

Adamson. Campbell. Director-General of the 
C.B.I. (Confederation of British Industry). 
“Coming on cop of the speech in which Mr. 
Campbell Adamson C.B.I Director-General, 
showed sympathy with the trade unions caught 
in an inflationary spiral, Mr. Powell’s arguments 
will give Ministers cause for anxious thought.” 
Daily Telegraph. 10/6/72.,139 

Allen. Sir Thomas Allen. Macmillan Committee, 
101 

Ambulance Crews, are health and wealth protectors. 
Unlike bankers who are not. 


American Bank Charter Bill: Passed despite 
opposition from Jefferson, who opposed 
centralised control, 89. Its renewal was defeated 
by the casting vote of the Vice-President in the 
Senate., 89; 1816, Secretary of Treasury 
introduces plan for creation of New National 
Bank. Opposed, as usual, by the private ‘wild 
cat’ banking sector., 89; The American 
experience, proves to be the same as all previous 
history, the defeat of all attempts to exercise 
control over the money creating activities of 
the private sector - even after banks continue 
to fail, 89 

American Civil War 1861-1865: After destroying 
the National Bank, those who wished that - 
“their monetary heresy should become the law 
of the land”, were not pleased to see the re- 
establishment of a National Bank during the 
war, and the issue of Lincoln's, $431,000,000, 
interest free, Treasury Department, Greenback 
dollars in 1864. When the war started there 
were 7000 different types of notes in 
circulation., up to its outbreak “paper-money 
bankers experienced the good fortune, they 
knew would be theirs after their success in 
destroying the national bank”, 89 

American Colonies, Britain's, had their own interest 
free money called ‘Colonial-Scrip’, 
Pennsylvania, New York, New Jersey, Delaware, 
and Maryland: its prohibition led to the War 
of Independence, 79 

American Congress gave the sole right to Congress 
to issue money, 89 

American Constitution. The, Infringed by the 
Federal Reserve Act, 93, 133, 136 

American Express, Diners Club, Barclay and Access 
Cards, together with Lloyds, National- 
Westminster, Midland and Williams & Glyn 
Banks: Their contribution to the slide into 
national indebtedness, 145 

American War of Independence, not due to taxes 
on tea, but, according to Benjamin Franklin, 
due to the bankers in the English Parliament 
cancelling their right to issue their own 
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Colonial (Scrip) Money, in the right quantities 
and free of interest., 79; Attempts of various 
states after war of independence to regulate 
their finances. Alexander Hamilton , Ref. 
Norman Angell., Its legacy of debt., 89; United 
States Congress (1812) makes provision for an 
issue of $36,000,000, in interest free Treasury 
Notes, 89; During 1812-1814 country goes 
bank crazy, fortunes won and lost, depreciation 
inevitable, 89 
A.M.P. Guaranteed Growth Bonds, 141 
ANGELL, NORMAN: The American Experience. 
In his ‘The Story of Money’, 154; despite the 
re-establishment of a national bank of America 
during the Civil War che monopoly bankers 
knew that eventually that “their monetary 
heresy should become the law of the land”; The 
fallacy of trying to stabilize currency with 
precious metal coinage. His ref. to Dr. Ernest 
Dick’s book - THE PROBLEM OF 
INTEREST AND ITS RELATION TO 
CURRENCY & DEBT - in his “The Storey 
of Money” illustrates that high interest rate 
policies have the opposite effects of the ones 
intended., 88/90/94, 153-54 
Anglo-American-Establishment. 
Rhodes-Milner-Stead-Anglophile-Oligarchy, 
“There does exist...an Anglophile network... 
which we may identify as the Round-Table 
Groups (which) has no aversion to co- 
operation with the Communists, or any other 
groups and frequently does so.” Ref.; Professor 
Carroll Quigley’s “Tragedy & Hope’, 115; “No 
country that values its safety should allow what 
the Milner Group accomplished...” 115 
AP-DOW-JONES: Ref. The AP-Dow Jones report 
of Sept 1974 published in The Times 2/9/74, 
into the Federal Reserve's fears in 1973-4, about 
its inability to control credit, 150; Its further 
fears about the withdrawal of banks with 
deposits of between $1.2 and 4 billion dollars 
from membership of the FED and dozens of 
new banks ignoring its control, Supporting a 
new bill in Congress to control all banks. 
Aquinas, Thomas, condemns usury outright., 71 
Arab-Israeli war., 146-47 
Arab oil money., 147; RECESSION. In 1979 we 
were being told that the severe recession was 
due to the four-fold increase in oil prices. 
However, this was a lie, it was the effect not the 
cause. Like most, if not all its predecessors - 
the recession was due to the reckless lending 
policies of the world’s banking system which 
forced the oil producing countries to raise their 
prices to bring them in line and compensate 


for the currencies devalued by the actions of 
the banks. 
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Arab States deposited $50 billion dollars with 
Western nations in 1979, 135 

Aristotle, saw finance dealing as an evil art, and 
usury as its most evil, manifestation., 70 

Armaments: The means of death provide the needs 
of life 1938, 117-118 

Armed Forces, British. Their first duty is to defend 
the Bank of England, 91 

Artificial scarcity of Capital, pushing us further into 
recession., 62 

Art. Fine Arts as a hedge against inflation, as a 
safeguard for the value of money.,142; {note: 
When inflation is stable the sales and purchases 
of fine arts will fall] 

Atlantic. Exporting on credit, achieves the same 
benefit - “As if the goods were sent to sea and 
sunk in the Adlantic”., THE TIMES: p.87; 
“these immense shipments of real wealth might 
just as well have been sent to sea and...sunk in 
the Adiantic”.,144 

Augustus, Roman emperor restores true weight to 
the denarii’s, trade revives.,70 

B 

Barings Merchant Bank, Singapore: Its crash, in 
February/March 1995. Demonstrates that 
‘Unregulated Capital’ is still the most serious 
threat to global economic stability. 

Bagehot, Walter, on the “classical nonsense” of 
bankers et al., 80 

Balance of Payments deficit (i.c., debts to other 
countries)., 60 

Bancor. Keynes proposed monetary unit, at 
Bretton- Woods. To be used instead of sterling, 
dollars or gold, by the Clearing Union, to settle 
trading accounts between nations., 120 

Banister, S. A., “The Writings of William Paterson 
- Founder of the Bank of England” 1858., 74 

Bank Charter Act of 1844 (Peel’s). The 19th century 
source of 20th century misfortunes, 8; 85; In 
spite the Currency School’s hopes for The Bank 
Charter Act, it did not prevent monetary 
disorders, as the Bank of England proved to be 
above control., 85; Supplants 1763 Act, 
contrary to the Currency School's intentions., 
86; Its insistence on two separate sections - 
Banking and Issue departments, bedevils any 
attempt to control it., 86; Instead of limiting 
the Banks power ic increased them ten-fold., 
87; By 1847 the Bank of England was in trouble 
again., 87; 1857 yet another crisis., 87; 1860 a 
new disaster, creation of new-money by cheque. 
Lethal Tender - Cheque money., 138; The 
virtual impossibility of controlling the money- 
creating activities of the private bankers. How 
they circumvented all the Bank Act restrictions 
of 1844 by the use of cheque-money.,] 11; One 
of the pillars of the English Monetary system. 
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Its shortcomings according to the Radcliffe 
Report of 1957., 131 

Bank Directors as politicians: Edward Heath, James 
Callaghan, Jeremy Thorpe, George Thomas., 
137 

Bank Bail-Out packages: To prevent the collapse of 
the Continental I!linois Bank & Trust Co., and 
the resulting domino effect 16 banks, out of 
self interest collect $4,5000,000, 000 to bail it 
out.,158; American Banking Authorities, like 
the Bank of England when faced with similar 
problems, propose a $2,000,000,000 guarantee 
package.,158; Members of Congress demand 
an inquiry into $7,500,000,000 bail-out of the 
bank.,.158; Mr. Se. Germain, Chairman of the 
House Banking Committee warns that 
“insulating large banks from the natural 
market-effects of their own mistakes”, could 
set a dangerous precedent.,158 

Bank Insolvency: See Bank Bail-out packages 
above.,158 

Bankers: “desire to make profit”., 104, 110 

Bankers. ‘The Bankers’ published by Weywright & 
Talley, New York 1975. Contains the finest 
exposition the damage done to the world 
economy by the Eurodollar. Spells out the dire 
penalties chat await a world awash with interest 
bearing bonds., 136 

Banking Failures: Due entirely to the unstable 
nature of the western, fractional reserve, 
banking system. Where money is diverted from 
its primary function as a means of exchanging 
real-wealth and services between individuals 
and nations to become a commodity to be 
traded on the world’s markets.,160; Illustrated 
by its need to intervene over situations caused 
by cases such as Johnson Mathey (Bullion 
dealers and “third class bankers”). With bad 
loans of c.£320,000,000,000, as with 
Continental Illinois in the United States, the 
Bank of England felt compelled to step in to 
save the entire banking house of cards form 
imminene collapse.,160; Should it have been 
saved? “it was necessary. Its failure...would have 
placed the whole of the City in a dangerous 
situation.”.,160 

Banking Families of Europe and America set up 
new dynasties of political control, to replace 
dynastic monarchies.,114 

Banking System: Looks forward to the time when 
the working class will be induced to taking their 
wages in other than cash.,146 

Bank of England. 59, 60, 66, 72, 74-92, 94-96, 
103-4, 107, 109, 111, 118, 120, 124, 128, 131- 
132, 139, 142, 147, 158, 160-161, 169 

Bank Rate: Pegged at 2% from 1932 to 1952., 90; 
Its effects on Public Finance. It should be at or 
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below 2% and stable. Not until the authorities 
realise that high interest rates are in conflict with 
‘the marginal efficiency of capital’ will industry 
and the taxpayer be liberated from enriching 
the money-capitalist at their expense.,111 

Banks. Their ability to lend up to ten times the 
actual amount of cash/deposits in their books/ 
tills., 66; their ability to create out of nothing 
the money they lend; “free to increase their own 
assets by nine or ten times”., 107 

Bankers, allowed to pursue their own ‘selfish 
interests’ in the certain knowledge that the 
Government is bound to save them; ref. Archur 
Kitson’s A Fraudulent Standard; Their ability 
to lend up to ten times the actual amount of 
cash/deposits in their books and tills., 92 

B.1.S. (Bank for International Settlements) Basel, 
Switzerland. In the 1980's President Fritz 
Leutwiler states - “I have no use for politicians. 
They lack the judgement of central bankers.”., 
115; (Note: United Nations Monetary & 
Financial Conference held at Bretton Woods, 
New Hampshire, USA in 1944, under Final 
Act (V) called for its liquidation “at the earliest 
possible moment” 

Banking Practice: In spite of 300 disastrous years 
of British banking practice -the 1931 
Macmillan Committee recommend an 
intensification of the very policies which cause 
the recurring disasters., 108; The virtual 
impossibility of controlling the money-creating 
activities of the private bankers. How they 
circumvented all the Bank Act restrictions of 
1844 by the use of cheque-money, 111 

Banking School, The: Tooke and his supporters., 
84 

Banking system, Its privilege of creating money out 
of nothing; the vital link., the shameful 
suppression of critical findings against it; 
reform of; the end of the banking system as we 
know it, 153 

Baring Brothers the Merchant Bankers. Of Anglo- 
German origin. Founded by John Baring, son 
of a Lutheran minister from Bremen, who 
migrated to England in the early part of the 
18th century, and became a cloth manufacturer 
in Larkbear, near Exeter. His son Francis 
(1740-1810), who with his brother John 
established the London banking firm, was made 
a baronet in 1793. For many years He was a 
Whig M.P. His descendents include Alexander, 
his son (1774-1848), created Lord Ashburton 
in 1835; a grandson Charles (1807-79), who 
was bishop of Durham; and Francis Thornhill, 
another grandson (1796-1866), created Lord 
Northbrook in 1866. The family acquired two 
other peerages: Edward Charles Baring (1828- 
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97), was created Baron Revelstock in 1885, and 
Evelyn Baring (1841-1917) became Earl of 
Cromer in 1901. The headquarters are still at 
Bishopsgate , London EC2N 3AQ. Bailed out 
of bankruptcy in 1890 by the Bank of England, 
Rothschild, and number of other bankers who 
put up £17,000,000 as security.,94 


Baring. Sir Evelyn. Ist Lord Cromer (1841-1917). 


Banker, and British Diplomat, who as British 
comptroller of Egypt from 1883-1907, did 
much to undermine Islam’s prohibition of 
interest, by appointing Sheikh Muhammad 
‘Abduh - a man he described in his Modern 
Egypt, as an agnostic - to position as Grand 
Multi, to replace the spirited Shaikh Hassuna 
al-Nawawi, who had vehemently opposed the 
levying of interest by Cromer’s, Civil 
magistrates: “...Shaikh Hassuna al-Nawawi; he, 
in particular, “rendered himself especially 
conspicuous” as Cromer put it in despatch No 
108, from Cairo, on June 13th, 1899: “by the 
violence of his expressions and his discourteous 
attitude towards the Ministers”. This followed 
a directive to the Mufti, to impose on religious 
courts and contrary to shari’a (Islamic Law) ‘as 
legitimate’, the levying of interest. The measure 
was also unanimously rejected by the unofficial 
Muslim members of the Legislative Council. 
But the Colonial Government proceeded 
nonetheless. “My Judicial Adviser 
(Mcllwraith)”, wrote Cromer to Salisbury, on 
May 19th, 1899. “who is full of good 
intentions, but Scotch and unimaginative, has 
got me into trouble with the religious -lights 
of the Moslem world in connection with certain 
reforms. He acted in full agreement with the 
Khedive and his Ministers. Unfortunately 
neither the Khedive nor his Ministers know 
anything of Mohammedan public opinion. 
This seems strange, but I have no doubt of the 
fact. Having got into the mess, I must, of 
course, back him up and come off victorious.” 
A decree of the 3rd of June from the Khedive 
dismissed Shaikh Hassuna al-Nawawi from his 
position as Rector of al-Azhar and Mufti of 
Egypt. On the 6th of June 1899 Cromer sent 
the following Despatch: “the principal 
opponent of the proposed change has been 
removed from his place”, of his successor, 
Abduh, Lord Cromer said, he “is believed to 
be animated with liberal sentiments and it is 
hoped that he will aid in the course of reform.” 


Barclays Bank, announce impact of inflation on 


business dealings 15/4/80. Profits for 1979 
42% up at £529,400,000, 47 


Barter Trade: Britain recently paid in timber for 


chemical exports to Indonesia. “Goods free of 
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subsidies and bank lending. “That which Adam 
Smith saw as genuine ‘free-trade’.,155; Banks 
soon cotton on how to exploit the commodities 
of Third World countries.,155; Creditanstale, 
Austria’s biggest company and biggest bank 
worked through its London subsidiary to cut 
deals with British accepting houses and 
American banks like Chase Manhattan.,155; 
barter deals: “...can certainly be less risky than 
a straight bank loan”.,155 

Bentley. Elizabeth, a communist agent, testifies that 
during World War 2, Harry Dexter-White was 
carrying Russian papers.,120 

B.C.C.I. (Bank of Credit and Commerce 
International), allegedly closed for fraud. 
However all banks which operate in London, 
are allowed under the Statute of Fraud 
Amendment Act of 1828, to give “false 
references dishonestly)., 72 

Bevin. Mr Ernest Bevin. 

Big Business. Forfeit-notes become big business., 
154 

Bilderberg - Round Table Group. The brainchild 
of Joseph Retinger, ‘Eminence Grise’, principal 
architect of the Council of Europe. The first 
meeting, was held in 1954 at the “secluded hotel 
Bilderberg, near Arnhem in Holland. There 
were about eighty participants, including some 
twenty Americans. It was a very high-powered 
gathering of prominent politicians, 
industrialists, bankers and eminent public 
figures, writers, trade unionists and scholars. 
Prince Bernhard, Paul van Zeeland and John 
Coleman (President of Burroughs Corporation) 
took the chair in turn.” Every British Prime 
Minister, and potential Prime Minister, or 
Chancellor has been invited to Bilderberg 
functions. Carroll Quigley states - “There does 
exist...an Anglophile network...which we may 
identify as the Round-Table Groups (which) 
has no aversion to co-operation with the 
Communists, or any other groups and 
frequently does so”. and “assures us that a type 
of global power is on the verge of becoming a 
total reality ushering A New World 
Order.”.,114; “The Naked Capitalist. A review 
of Carroll Quigley’s “Tragedy 8& Hope’, by 
W.Skousen, demonstrates how international 
financiers operate very differently from 
ordinary bankers. Which he says are (1) 
Cosmopolitan. (2) particularly interested with 
government debts. (3) all equally devoted to 
secrecy and view all politicians as “too weak 
and too susceptible to temporary popular 
pressure to be trusted with the control of the 
money system”, 114 

BILLION. The Cardinal number followed by 12 
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zeroes. In American usage and sometimes in 
Britain a billion is expressed as the cardinal 
number followed by 9 zeroes. The older British 
use means one million million. The American 
definition of a billion i.e., one thousand million 
is now in more common use internationally. 
For example, to an economist one billion will 
usually mean 1000 million. [Readers Digest 
Universal Dictionary] 

Bills of Exchange; In circulation between 
1822-1825 compound Britain's problems., 82 

Bill of indemnity: allows banks to lend in excess 
and having done so the Nation picks up the 
bill, 90 

Black Wednesday., 122 

Blair, Tony, 34 

Blondeau, 1696, develops machine for milling the 
edges of coins, 75-76 

Board of Trade returns 1919-1930 show Britain 
invested over £1,200,000,000 in new foreign 
securities, 41 

Body. Richard, M.P. His letter to the Sunday 
Telegraph: “Pucting A Value On Money”18/ 
6/72; 141 

Bolton. Sir George, Chairman of the Bank of 
London and South America Ltd., in 1967 
stated: “...the Stirling devaluation has finally 
opened Pandora's box and all the ills that can 
affect any monetary system are now winging 
their way through the world”., 130 

Bonaparte, Napoleon, his vehement opposition to 
interest/usury led to the battle of Waterloo. His 
conversion to Islam in 1798, prompted the 
Rothschilds to work against him. 

Bonar Law, Andrew. 1858-1923: When Chancellor, 
was continually in disagreement with Lord 
Cunliffe, Governor of the Bank of England., 
95 

Book entries, by banks, are now accepted in the 
place of cash.,131 

Booms and Slumps every 9 years; “...this FATAL 
FLAW in the ‘capitalist’ system which leads to 
short-term booms and slumps and severe 
recessions over periods of fifty years or so...”, 
160, 168 

Boothby, Sir Robert (later Lord Boothby). 
Described the Bretton- Woods agreement as an 
‘Economic Munich’.,120; a ‘forgotten 
man’.,120; A pity he was not a member of the 
Radcliffe Committee.,122 

Borrowing, at interest by governments, firms and 
individuals, eventually destroys all who indulge 
in the practice; “dulls the edge of husbandry”, 
145 

BRADBURY. Lord Bradbury. Responsible for the 
“Bradbury” An interest free Treasury-Note, 
issued in 1914 to stem the run on the banks. 
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Member of the Committee on Finance and 
Industry (The Macmillan Committee).,148; 
refuses to sign Report, submits instead a 14 page 
Memoranda of Dissent, in which he mentions 
the burden of unproductive debt “If it goes far 
enough it will leave the producer with no 
motive to produce and in the end cease perforce 
because there will be nothing to transfer”; (see 
also pp.100-102 of the Radcliffe Committee 
Report). His criticism of the limited scope of 
reference of the Committee, as he sees other 
causes outside the domain of banking which 
contributed to increasing unemploymenc.,101; 
His dissenting memoranda to the Macmillan 
Report; Four points from his dissenting 
memoranda p.263; His scathing exposure of 
the pernicious system “that passes for sound 
finance”; ref.: His famous issue of interest free 
- Treasury Notes; Honesty, “even if stupid, is a 
better foundation for credit than the most 
adroit finesse”; Lord Bradbury's view that 
interest was an unnecessary burden: “If it goes 
far enough it will leave che producer with no 
Motive to produce and in the end cease perforce 
because there will be nothing to transfer”, that 
the malady was too deep-seated to be rectified 
by any manipulation of the currency or credit, 
148 

“Bradbury” An interest free Treasury-Note, issued 
by John Bradbury, for David Lloyd-George, in 
1914 to stop the run on banks. Some 
£500,000,000, issued by H.M. Treasury 
between 1914 and 1928. Similar basis to MO., 
92,94 

Brand. R.M.Brand.,101 

Brandt: One of the powers behind the thrones of 
the takeover barons.,140 

Brazil. The Licencing of her imports into 
Britain.,144 

BRETON-WOODS, New Hampshire, USA. 
Monetary and Financial Conference held in 
1944. Led to the establishment of the 
International Monetary Fund and the World 
Bank; Sir Robert (later Lord Boothby). 
Described the Bretton- Woods agreement as an 
“Economic Munich’. 

Bricks & Mortar, as a safeguard for the value of 
money., 142 

Britain, by the 1890's was already losing its lead in 
the economic field; decline begins in 1870 with 
the City became internationally orientated and 
began its neo-mercantilism, exporting vast 
proportions of the nation’s manufactured 
wealth via ‘stupendous loans to foreign thrones’, 
170 

Britain, 1970, abolishes exchange Equalisation 
Account, Since, when, £100,000,000,000 
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(£100 billion pounds has been invested 
abroad); Highly vulnerable, due to the growth 
in. Hire-Purchase, Local Government Bonds, 
Eurodollars, Sterling inter-bank market. 
Sterling certificates of deposit.,61, 98, 116 

Britain’s Industrial Future. Written by several 
Cambridge Economists, including John 
Maynard Keynes, and published under that title 
in 1928, better known as - The Liberal Yellow 
Book; the antithesis of a “closed economy.” 98- 
99 

Britain’s Special Problems. A large population on a 
small island etc.; Causes that lay at the root of 
Britain’s economic problems.,105 

BRITISH DISASTERS. ‘City Comment’ Daily 
Telegraph 8/2/80: “The ewo great British 
Disasters, British Leyland and British Steel...ill- 
considered mergers...”.,151; [Editor's note. The 
huge losses sustained by both due to interest 
charges were never criticised] 

British Empire. Its ‘Imperial Preference’, set up at 
the Ottawa Conference. For the exchange of 
raw materials for manufactured goods.,119 

British goods., 87 

British Industry, the destruction of it by the “fourth 
class”,52; undermined with low wage-rate 
production costs; Resources of the Bank of 
England. Its relations with other City 
institutions and their overall deleterious effect 
on British Industry. 

British Museum, The Life and Writings of William 
Paterson, pressmark 10817.e.8., 170 

British Savings invested abroad; British 
government. The alarming indifference of 
British governments to the destruction of 
British industry., 144-45 

British People derive no tangible returns from the 
nationalization of the Bank of England, 131-133 

British Shipbuilders, worried over Korean price 
cutting.,144 

British Shoppers. Purchased 256,000,000 pairs of 
shoes., 71,000,000 pairs came from outside the 
Common Market.,144 

British Steel. One of two great British disasters.,151; 
[Editors Note. However most of its disastrous 
losses were due to interest repayments — of 105 
million pounds worth of losses over 90 million 
were caused by interest payments] 

British Leyland. One of two great British 
disasters.,151 

Brown, Gordon, 34, 36 

BUDGET DEFICITS: The United States twin 
budget deficits in 1984 clouded the prospects 
of reducing our traditionally high levels of 
interest.,17, 155 

Bullion Act of 1763, achieved the desired result of 
preventing slumps and booms until the end of 
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the 18th century. Proof positive of the 
Monetary reformers argument that trade cycles 
are caused by the credit-cycle., 84 

Bullion Committee set up in 1810, following letters 
to the Morning Chronicle, and pamphlets by 
David Ricardo. Findings.; Findings opposed by 
Bank of England.; As expected, Parliament 
foolishly turns down the Committee's findings; 
Origins of the ‘quantity theory of money’; ref. 
85 

Burden of Interest payments., 60, 61,99, 119, 124, 
139 

Bush, George W, 36, 440 

Cc 

Cable, Vince, 36 

Calvin, John, in 1560.AD, lets lose the monstrous 
genie called interest on an unsuspecting world., 
71 

Capital Starvation. Producers of real wealth starved 
of capital., 72, 78, 80-82, 124, 126 

Capitalism. The destruction of ‘natural-capitalism’, 
by Conservative policies, and wich it the very 
class which has been the backbone of the 
Conservative Party. By aiding and abetting 
Socialism,,138 

Catastrophic Slump: Predicted in para 521 of the 
Radcliffe Report of 1957; “flooding the Market 
with credit” - is unlikely to bring any quick 
escape from a slump - and bring on the opposite 
danger - “headlong - inflation”; avoided due to 
technological efficiency of industry; malady too 
deep seated to be removed by any manipulation 
of currency or credit.,126 

Cambridge Economists, including John Maynard 
Keynes, responsible for formulating policies. 
The publication in 1928 of their findings - 
Britain’s Industrial Future. The Liberal Yellow 
Book, and Keynes General Theory., 97-99 

Campbell Adamson. C.B.I. “Coming on top of the 
speech in which Mr.Campbell Adamson C.B.1 
Director-General, showed sympathy with the 
trade unions caught in an inflationary spiral, 
Mr. Powell’s arguments will give Ministers cause 
for anxious thought.” Daily Telegraph. 10/6/ 
72.,139 

Canada/Canadian government. Informed by Lord 
Cunliffe that no more gold would be 
shipped.,95 

Capital: Scarcity Value of; 13-17 

CAPITALISM, a description of what it is; Only 
workers, operating natural-capitalism, produce 
teal wealth; Tools and skills are also working 
capital; recovery of overheads, i.e., rent, rates, 
and raw materials, tax, transport, etc., from the 
sale of goods; Why it is crucial that a proportion 
of profits is set aside for reinvestment in the 
business; business prosperity, expansion, more 
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employment, formation of Limited company, 
reinvestment of savings and those of others, free 
of interest; safeguarding the marginal efficiency 
of capital; The mid 17th century, discovery by 
the goldsmiths of fractional reserve banking, 
the birth of the banknote, from the use of their 
strong-room receipts as money, plus drafts and 
promissory notes; what is G.N.P; G.N.P. 
would flow into the economy free of interest 
charges, if productive industry did not have to 
compete for funds from the ‘rentier or money- 
capitalist’, as a result interest rates would fall to 
a very low level; fractional reserve banking, in 
which “every loan becomes a deposit” would 
disappear; Cycles of growth and production; 
Convenience of cheques; Uncertainties, erratic 
bank rates forced renegotiations during 1980's, 
at 16-20 per cent. True-Capitalism versus 
Impostor-(rentier)-Capitalism. Karl Marx in 
Vol. III, of Das kapital recognised that both 
were in mortal conflict; Bankers excesses 
precipitate crises every ten or so years; 
Eurodollars and Petrodollars, the bankers 
dream come crue; Socialists fail to recognise that 
the miners were also capitalists; Socialist-gulags 
making way for the bankers version; 
recognising the difference between ‘true- 
capitalism’ (based on savings and profits), and 
‘imposter-capitalism’ based on bank created 
money; The main threat to true-capitalism 
comes from international banking and its 
financial associates., 65-67 

Capitalist: Keynes, desire to see - The Euthanasia 
of the Rentier and the cumulative oppressive 
power of the Money-Capitalist to exploit the 
scarcity value of capital., 88 

Casa di Giorrio, Genoa, the bank, manages to 
circumvent Cannon law 1550-1630.,71 

Cannon Law replaces Canon Law — Farewell to 
Alms and all that. 

C.B.I. (Confederation of British Industry): 
“Coming on top of the speech in which 
Mr.Campbell Adamson C.B.I Director- 
General, showed sympathy with the trade 
unions caught in an inflationary spiral, Mr. 
Powell's arguments will give Ministers cause for 
anxious thought.” Daily Telegraph. 10/6/ 
72.,139 

Central Banks. The functions of.,61; Obstacles 
facing Central banks like the Bank of England. 
Macmillan Report speaks only of the “Non- 
monetary causes of instability”, while ignoring 
the real, monetary causes; their aims.,109 

CENTRAL GOVERNMENTS SERVICING OF 
DEFICITS & DEBTS. By 1983, 14% of all 
government spending by the United States, 
Canada, Japan and Italy went to service their 
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respective national debts.,159 

Chamberlain. Neville. In 1932, when Chancellor 
of the exchequer, introduced three important 
measures: (1) Exchange Equalisation Account. 
(2) Fixed the Bank Rate at 2 per cent. (3) The 
expansion of the RAF,,164 

Chambers. Whittaker Chambers. Testifies that 
Harry Dexter-White, was carrying Russian 
orders., 120 

Chase-Manhattan. Acting as middlemen in barter 
and counter purchasing deals.,155 

Charles Ist, for removing £130,000 of bankers 
money from the Tower of London in 1640, 
they removed his head in 1649., 72 

Cheque Money, when put into circulation has the 
same demand on real wealth as genuine savings 
from wealth-creating activities; Cheque-money 
emerges; Lethal Tender - Cheque money., 86 

Churchill. Sir Winston (Leonard Spencer). (1874- 
1965). British Statesman and author. Became 
Conservative M.P.(1900), but joined the 
Liberals over tariff reforms in 1904. Held office 
in several Liberal governments and Lloyd 
George's coalition government. Rejoined the 
Conservative party in 1924, Chancellor of the 
Exchequer 1924-29. Opposed the General 
Strike of 1926. Opposed Montagu Norman, 
governor of the Bank of England, accused him 
of stultifying the economy. Threatened to have 
him hanged for treason. Urged British 
rearmament, became first Lord of the 
Admiralty, and succeeded Neville Chamberlain 
as prime minister heading the coalition 
government between 1940-1945. Returned as 
prime minister in 1951, knighted in 1953. 
Awarded Nobel prize for literature 1953. 
Keynes warning to Churchill about returning 
to the gold-standard; Churchill’s admission 
recorded in Hansard that returning to the Gold 
Standard had been an unmitigated disaster: a ‘ 
hideous oppression’., 96, 97, 119 

Chronological Outline of the Abuses of Money 
from 800.BC to 1993/4 AD., pp. 69-171 

City Editors, and politicians avert their eyes from 
banker's fictitious money.,137 

City of London. The City, one of the world’s most 
powerful and influential centres of banking and 
finance. The seat of Britain’s unelected 
government, and home of the Bank of England 
since 1694., Britain’s decline is linked directly 
to The City developing its neo-mercantile 
activities c.1870. The greatest recipient of 
government handouts and subsidies than all 
other groups combined; By the 1880's it had 
piled up huge loans overseas, billions of which 
were never repaid, which deprived the British 
working public of the fruits of their labours; 
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by the 19th.century, the City through its insane 
policy of ‘exporting on credit’, had managed 
to enmesh industry in its nefarious activities 
and through the formation of the joint-stock 
banks in 1844 managed to entice into “The 
City’, the sons of the ‘haut monde’; its secret 
power., 16, 60, 74, 95, 98, 105, 118, 119, 134, 
161, 165 

Civil War (American) Paper-money bankers, 
experience good fortunes., 89 

Civil War (English) - 1642-1649. Puritans and ‘ 
Tribe of Bankers’ break Charles Ist., 73 

Clarendon, Earl of, speaks of the emergence of a 
Tribe of Bankers that came to prominence 
under-Cromwell., 73 

CLAUSE 4. Had the Labour Party been allowed to 
understand Keynes they would have supported 
his efforts to “Socialize Credit”, instead of 
insisting on ‘Clause 4’, which, in effect, calls 
for the complete destruction of all forms of 
capitalism - both the rentier and worker 
varieties. Keynes stated: “Apart from the 
necessity of central controls to bring about an 
adjustment between the propensity to consume 
and the inducement to invest, there is no more 
reason to socialize economic life than there was 
before”; Fears that under the guise of greater 
efficiency “free-enterprise” and “true- 
capitalism” will be driven entirely into the 
hands of ‘imposter-capitalism’ controlled by the 
banks, That through its merger-schemes and 
other machinations it will create, unless action 
is taken, a private ‘Clause-Four’ monopoly 
equivalent to Socialism’s demands for the 
nationalisation of all the means of distribution 
and production.,120 

CLEARING UNION. 1945, (Bretton Woods) 
Keynes revolutionary solution for the control 
of post war, world finance; Keynes proposal for 
an ‘International Clearing Union’ .,79 

Clore, Charles.,80 

COLONIAL SCRIP (INTEREST FREE 
MONEY). Declared illegal by Bricish 
Parliament in 1764. The prosperity of the 
American Colonies was due to their unfettered 
access to this “prudent” interest free and as such 
“debt free” money. According to Benjamin 
Franklin, 1768, its abolition by English Bankers 
in Parliament led to the American War of 
Independence., 79 

COMPTROLLER OF THE CURRENCY. And 
the Continental Illinois Bank. Mr. Conover, 
Comptroller of the United States Currency, 
informed the House Banking Committee of: 
“the continuing fragility of the American 
banking system”, that 66 other banks, with 
combined assets of $4.8 billion dollars, had 
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uninsured deposits with Continental Illinois 
Bank which exceeded their net worth and these 
would have failed immediately. He also stated 
that a further 113 banks with uninsured assets 
totalling $12.3 billion dollars were similarly at 
risk; His acceptance of some of the blame for 
its collapse.,158 

CONGRESSMAN, WRIGHT PATMAN. 
“Under the Constitution it is the (sole) right 
of Congress to create money... [however]... 
Congress has farmed out this power - has let it 
to the banking system., 136 

CONOVER. Mr: The Comptroller of United 
States Currency. His admissions - during the 
investigations into the collapse of the 
Continental Illinois Bank - to the House 
Banking Committee. Announces new inspec- 
tion procedures and insurance proposals to 
prevent future failures. Which were exactly the 
same as those proposed in 1934 when the 
Deposit Insurance Corporation was set up to 
safeguard bankers against the loss of deposits., 
158 

CONSOLS: Consolidated Loans: What 
businessman would borrow new money at 15% 
when he can buy old consols at 15/,%. The 
Spectator 7/9/11., 149 

Cramp.A.B. University Lecturer and Fellow of 
Emmanuel College, Cambridge. His criticism 
of the “old orthodox” view of money supply, 
in Lloyds bank Review, October 1967., 128 

Credit-Cards: According to the Radcliffe 
Committee, they act as notes and coins, 
allowing the control of the growth in the money 
supply: “to continually slip from under the grip 
of the authorities”, without being included in 
the M3 definition of money supply.,122 

Crown Mines. “Investing £1,000 in Oldham 
Estates, Stock Conversion and Crown Mines 
20 years ago would have given him a capital 
value of £250,000 today...”.,136-37 

Comer Committee on Monetary Economic 
Reform, Canada, 127 

COMMITTEE ON’ FINANCE AND 
INDUSTRY. IT PRESENTED ITS 
FINDINGS TO PARLIAMENT IN JUNE 
1931. Better known as the Macmillan Report 
after the name of its Chairman., 101; More 
revealing than its successor the Radcliffe Report 
in 1959; but, it never tackled the real problem: 
“private, bank-created debt; Currency. 
Domestic Management of; Speaks of the “Non- 
monetary causes of instability”, while ignoring 
the real, monetary causes; causes of the Trade- 
Cycle; the restriction of credit being the main 
culprit; C.FI. (Macmillan Report) findings and 
conclusions. “the all-important part played by 
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the private banking system in their- ‘desire for 
profits”; More goods than money; Committee's 
proposals to meet debt emergency One of the 
rare instances where the Report shows the 
benefits that ‘real’ free- trade could bring; 
Debtor Countries: “if a creditor country is 
disinclined to lend;... The task is double;... The 
decline of new enterprise...”, Reports 
findings..,111; “The Principles of the Fiduciary 
Issue”. Findings of The Committee.,!11; 
Resources of the Bank of England. Its relations 
with other City institutions and their overall 
deleterious effect on British Industry.,112; The 
folly of using ‘precarious’ short-term foreign 
funds for long-term projects.,112; in spite of 
natures bounty, all efforts to combat the twin 
evils of inflation and deflation will be of no 
avail.,112; “remedial -action by the money 
machine itself”.,112; “Not once during this 
wide ranging probe into Finance and Industry 
was the private banking system's privilege of 
creating che nation’s money-supply 
encumbered with unnecessary interest charges 
seriously discussed.”.,112; In addition to 
Bradbury's 14 pages of Dissent, a further 72 
pages of Reservations were submitted by 9 other 
members of the Committee; giving: “a more 
revealing picture of the causes...of Britain’s 
economic problems”. From which, “Keynes 
formulated his General Theory ,” 112-13 

COMMON MARKET, 62, 141, 142, 144 

COMPETITION - IS A SIN: Which is why 
H.M. Treasury is prevented from extending the 
issue of its own MO, money free of interest; 
John D. Rockefeller's maxim “Competition is 
asin”.,151 

CONGRESSIONAL HEARINGS INTO BANK 
INSOLVENCY: Mr. St. Germain, Chairman 
of the House Banking Committee warns that 
“,.insulating large banks from the natural 
market-effects of their own mistakes”, could set 
a dangerous precedent; Ic is claimed that its 
rescue saved at least 100 other banks from 
collapse and the world from another depression; 
Mr. Conover, Comptroller of the Currency, 
informs the Committee of: “the continuing 
fragility of the American banking system” that 
66 other banks with combined assets of $4.8 
billion dollars had uninsured deposits with 
Continental Illinois Bank which exceeded their 
net worth and these would have failed 
immediately.,158 

CONSOLIDATED GOLD FIELDS.,151 

CONSOLS. Words used for certain public debts 
of the United Kingdom, being an abbreviation 
of “Consolidated annuities” On March 31st 
1931, consols totalled £276, 207,145. The 
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price of Consols was long regarded as the index 
of Britain’s credit. In 1898 the average price 
was £110. 18s. 9d. for every £100 of 2..5% 
stock: In July 1914, it was £74. 16s. 3d; 1930, 
£55. 10s. 5d.; 1931, £59. 9s, 10d.; In May 
1920, the price touched 47'/,; in 1930 it was 
57'/,. (Source: Modern Encyclopaedia) 

CONSPIRACY THEORIES. Quigley. Dr. Carroll. 
‘Elice Insider’ and Professor of history at 
Georgetown University. His 1300 page study 
of the archives of the global financial 
establishment entitled Tragedy & Hope - A 
History of the World In Our Time, sheds light 
on the secretive Bilderberg and Round-Table 
Groups, ‘the Elite Insiders’. His findings 
confirm a world conspiracy of finance does 
exist: “far deeper than the Communist 
conspiracy”. One he did not oppose until later., 
114 

CONTINENTAL ILLINOIS BANK & TRUST 
FAILURE: To prevent its collapse and the 
resulting domino effect 16 banks, out of self 
interest, collect $4,5000,000,000 co bail it out; 
Members of Congress demand an inquiry into 
$7,500,000,000 bail-out of the bank; Me. St. 
Germain, Chairman of the House Banking 
Committee warns that “...insulating large banks 
from the natural market-effects of their own 
mistakes”, could set a dangerous precedent; It 
is claimed that its rescue saved at least 100 other 
banks from collapse and the world from another 
depression; Mr. Conover, Comptroller of the 
Currency, informed the Committee of: “the 
continuing fragility of the American banking 
system”, that 66 other banks, with combined 
assets of $4.8 billion dollars, had uninsured 
deposits with Continental Illinois Bank which 
exceeded their net worth and these would have 
failed immediately. He also stated chat a further 
113 banks with uninsured assets totalling $12.3 
billion dollars were similarly at cisk; Like 
Johnson-Mathey in London.,158 

Corcoran. John Dundas, Made killing on che 
London Stock Exchange by spreading che 
rumour that Napoleon had won the Battle of 
Waterloo. (ref.: BBC Radio 4) 

Council of Trade, William Paterson's ‘Proposals and 
Reasons for Constituting a Council of Trade’., 
75 

Counter-Purchase growing as trade financing tools., 
155; Britain recently paid in the form of timber 
for chemical exports to Indonesia.,155 

Court of the Bank of England., the sole beneficiaries 
of exporting on credit., 60; and “foreign 
investments”., 87 

Creditanstalt, Austria's biggest company and biggest 
bank worked through its London subsidiary to 
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cut barter deals with British accepting houses 
and American banks like Chase 
Manhattan.,155; Mr. Hudson of its London 
branch says barter deals: “...can certainly be less 
risky than a straight bank loan”.,155 

Credit Cards: Barclaycard and Access bad 
debts.,145; Commission charged during 1978- 
79: £73,000,000 

Credit and Currency: “has a complex effect upon 
price level”., 103 

Credit-Cycle is the cause of the Trade-Cycle., 79 

Credit. Essentially unstable., 110 

Credit Supply: To Business and Enterprise., 107 

Credit-worthiness of the total community., 91 

Creditor Country. If unwilling to lend its remaining 
surplus brings ultimate destruction on the 
export trade of the country in question., 107 

Cromwell., 73 

Crowther, Geoffrey, Editor, The Economist, ref. 
total deposits held by British Banks, in his book 
‘An Outline of Money’, 46 

Cunliffe, Lord. Governor of the Bank of England. 
In constant conflice with Andrew Bonar Law, 
Chancellor of the Exchequer; tries to impose a 
6% rate of interest on £600,000,000 war loan. 
Treasury overrules him and gets £700,000,000 
at 5%; relieved of his governorship on the 
grounds of insanity for announcing that he 
would allow no more gold to be shipped to 
Canada for safe keeping, thus exposing the 
power of the City to prevail over any elected 
government.(Like Eddie George today); 
Infuriated at H.M.Treasury borrowing from 
U.S.sources; Replaced by Montagu Norman., 95 

Currency. Domestic Management of.,108 

Currency. Floating and Fluctuations.,108; 
UNREGULATED CURRENCY 
DEALINGS AND INTEREST - Cause 
instability in the production of real wealth.,160 

Currency School, The. Torrens and his supporters, 
argued that bank notes should be controlled, 
succeed in getting their ideas incorporated in 
the Bank Act of 1844, this is short lived., 84 

D 

Daily Telegraph: Report, 20/6/72.Calculated to 
widen the gulf between worker-capicalists and 
money- capitalists: “Investing £1,000 in 
Oldham Estates, Stock Conversion and Crown 
Mines 20 years ago would have given him a 
capital value of £250,000 today...”.,136-37; 
“Speculative money-grabbing, the inflation of 
land and property values, do not make it easier 
to resist wage and salary claims of employed 
millions”.,139; “Having abandoned 
“qualitative” control...all for little real economic 
benefit.” 9/June/72.,139; “Coming on top of 
the speech in which Mr. Campbell Adamson 
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C.B.I Director-General, showed sympathy with 
the trade unions caught in an inflationary spiral, 
Mr. Powell’s arguments will give Ministers cause 
for anxious thought.” Daily Telegraph. 10/6/ 
72.,140-41; Warnings by Myers & Co. 12/6/ 
72., 144; The Lemming like madness. Which 
affects normally intelligent people when the 
chance of making money with little effort is 
involved. 18/6/1972.,144; 19/8/77. Reports on 
shoe imports curb; “More to mergers than 
sticking bits together” Daily Telegraph 8/2/ 
80.,151 

Daly. Jerome Daly. His patriotic actions in trying 
to enforce the issue of money only by the 
United States Congress., 132 

Danger Signals “should not be lightly 
disregarded”.,141 

Darling, Alistair, 36 

DAS-KAPITAL.,67, 74, 91 

Davenport. Nicholas: His article in the 
SPECTATOR.,149 

Davies, Emil, ref. his book criticising our - 
“Investments Abroad”, 43 

Davis. William. Ref. his book - Merger Mania. On 
the subject of fair shares for the producers of 
teal wealth asks: “if this sort of money can be 
made by producing nothing, what should our 
fair share be considering we produce the real 
wealth?”.,136; “Two and two make five”., 137; 
on the Maxwell-Steinberg saga; His motto: if 
you can't beat them join them. 

Debasement of currency. 17th century, 56 

DEBT, the plight of nations., 60; The Burden of 
Unproductive Debt.,128; unrestricted debt; By 
1983, 14% of all government spending by the 
United States, Canada, Japan and Italy went 
to service their respective national debts.,160 

Debt-Free Money: injected into the economy by 
governments but commandeered by private 
banks to back the creation of their own money, 
at a minimum ratio of 9 to 1, and represents 
the fraction in their legal, but immoral, 
fractional reserve system.,118 

DEBT INTEREST: 1983. The United States 
nightmare of government debt interest rising 
by $20,00C,000,000 per annum.,159 

Debt-ridden U.K. The United Kingdom “a money 
lender’s paradise” it borrowed £4,000,000,000, 
in 1974, for the capital account of its public 
sector.,149 

Debtor country. Macmillan Reports findings. 111 

DECCA with GEC and RACAL.,151 

Deferred Enjoyment/Gratification: In an 
individualistic society capital can only be 
provided by inducing individuals to forego 
present enjoyment in exchange for future 
advantage.,130 
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Deficit & Deflation, the opposite evil to inflation, 148 

Deficit & Surplus: Adam Smith, showed that to 
pile up a surplus was (and still is) detrimental 
to the welfare of the total community, as one 
nation’s surplus is another nation’s deficit.,107 

De Larosiere. Mr. Jaques: IMF Manager, in 1984, 
gives out dire warnings about self-feeding 
government deficits which threaten world wide 
instability. From 1974 to 1983 public debt, as 
a percentage of national output of the 7 largest 
industrial countries has risen from 22% to 41% 
which ultimately adds to their national 
debts.,159 

Delaszlo. Patrick. D. “Economic Research 
Council”. Export Credit 8& Government 
External Monetary Debt”.,171 

de la Valle. Lieutenant-General PA. His patriotic 
actions in trying to enforce the issue of money 
only by the United States Congress., 132 

Delaware, State of, had its own interest free money., 
79 

Dell. Mr. Edmund Dell. Trade Secretary, urges trade 
with Korea.,144 

Delors Committee, comprised mainly of bankers. 
Under which all member governments will have 
their ability spend capped at 3% of GDP, which 
would mean cutting even more public services 
than the present 7 per cent demands. 
Approximately £25 billion more cuts., 62 

Department of Engraving, The United States: How, 
contrary to the American Constitution, it 
provides the private Federal Reserve Board, with 
all notes from $1 to £1,000 @ 2.5 cents each, 
regardless of their face value. A similar situation 
exists in the U.K.,93 

Deposit Insurance Schemes (USA): The 
Comptroller of United States Currency, Mr. 
Conover: His admissions - during the 
investigations into the collapse of the 
Continental Illinois Bank to the House 
Banking Committee. And his announcement 
of new inspection procedures and insurance 
proposals to prevent future failures. Which were 
exactly the same as those proposed in 1934 
when the Deposit Insurance Corporation was 
set up to safeguard bankers against the loss of 
deposits.,158; By June 1984 the United States 
Treasury and the Federal Reserve were planning 
an immense rescue scheme to relieve banks of 
their exposure to Latin American debtors 
defaulting, under which banks would receive 
an indemnity of 90 cents for every dollar at 
risk for fifty years and be allowed to count as 
part of their deposits.,158; Referred to by 
Milton and Rose Friedman in their book: “Free 
To Choose”.,159; My letter to them - Why 
Monetarism Is Not Enough.,159 
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Depression. The Great.1930:56; 1932 “Worst 
example of speculative fever...fuelled by the 
creation of fictitious bank money”.,113 

Derivatives: Financial instruments, similar to the 
ones responsible for the collapse of Baring 
Brothers bank, “derive their name from an 
underlying asset. Such as a commodity like 
cocoa, or it can be shares, currencies, bonds or 
any asset with two basic characteristics: it has a 
value and its price fluctuates”. The Sunday 
Times. 5/3/1995. 

DICK, DR ERNEST. His book - THE PROBLEM 
OF INTEREST AND ITS RELATION TO 
CURRENCY & DEBT - referred to by 
Norman Angell, in his “The Story of Money’ 
pp. 304-5., illustrates that high interest rate 
policies have the opposite effects of the ones 
intended.,89, 92, 154, 161 

Dilemma: of Economic Orthodoxy.,127 

Dire penalties. that awaits a world awash with 
interest bearing bonds.,136 

Disillusionment of people leading to a socialist 
state.,135 

DOLLAR. The dollar as a standard managed 
currency - “Most abjectly the nations had 
subjected their own monetary policies to the 
lead of the Federal Reserve Board. The dollar 
was a managed currency, and how 
managed?”.,154 

Diocletian, by his time, denaris worth only 1 
fortieth of its Augustinian value., 70 

Discount Market. The Discount Market deals with 
Treasury bills, Commercial Bills and money at 
call and short notice, mainly day to day loans 
at very low rates of interest., 50 

Dream-Money, of international bankers, the 
Eurodollar.,130 

Dubious Respectability: Patrick Hutber, City Editor 
of the Daily Telegraph. Speaks of - “people of 
the most dubious respectability”.140 

Dudley. Nigel Dudley, ref. Joseph Galaska. (His 
report in the Financial Weekly 15/8/80), on 
the survival of the unregulated market.,135 

E 

East India Company, plan to incorporate it in the 
South Sea (Bubble) Co, 1720., 78 

Ebor Universal Growth Fund.,141 

ECGD (Export Credit Guarantee Department). 
143; paid out £32 million in compensation., 
99;has a statutory right to draw on taxpayers 
funds if it cannot meet these claims out of its 
own income and reserves., 1 43; the folly of such 
an arrangement.,143; Standard of living - Not 
improved by exporting on credit, which is 
followed by unemployment, because the only 
way the recipient can pay the interest, is by 
exporting back to the creditor’s country the 
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products manufactured on the plant and 
equipment supplied - a situation recognised by 
Adam Smith.,143 

Economic Research Council. “Export Credit & 
Government External Monetary Debc”.,171 

Economic Munich. Sir Robert Boothby’s 
description of the Bretton-Woods agreement., 
120 

Economic Reform Club. Founded in the early 
1930's, under the leadership of Vincent Vickers. 
Now called the Economic Research Council. 
Convinced that unregulated capital was and still 
is the main cause of mankind’s ills.,117 

Economic Research Council. Originally the 
Economic Reform Club. Convinced that 
unregulated capital was and still is the main 
cause of mankind’s ills.,117 

Elite Insiders.,114 

Elizabeth Ist, establishes new Sterling standard. 
England’s greatness results., 71 

England, 1797, once again, foolishly abolishes 
restraint on creation of paper money. Country 
once again flooded with paper. Bank of England 
increases notes issue from £10,000,000 to 
£29,000,000., 80 

Epimethius.,131 

Euro-Currency: Group of Ten: “faced with alarming 
growth of Euro-Currency’”, (from 1959 to June 
1971 it jumped from $1billion to $66 billion 
equal to the total money supply of 
France)”.,133 

Eurodollar, Europe’s uncontrollable, illegitimate, 
American offspring., 45; ‘Can Anyone Control 
the Market? asks a Sunday Telegraph article by 
Michael Slocock, 20/6/71., 45; In 1974 
Eurodollar syndicates increase their lending by 
£140,000,000,000 at 13%; In che first 9 
months of 1979 syndicates put together loans 
of £40,000,000,000 

Eurodollar Market. Begins in 1959; By 1971 it 
reaches $140,000,000,000, wich interest 
demands of 13%., 130; As previously, in the 
event of a crisis of confidence in it, bankers 
know that Central Banks will have to support 
them regardless of their profligacy ,130 

Eurodollars: “Uncontrollable, Monstrous Paper 
Instruments”, the Dream-Money, of 
international bankers., p.88; An international 
currency, upon which domestic bankers can, 
and do, create new money in the form of 
loans.,130; Group of Ten: “faced with alarming 
growth of Euro-Currency”, (from 1959 to June 
1971 it jumped from $1billion to $66 billion 
equal to the total money supply of 
France)”.,130; How they come to be in non- 
U.S. banks, the result of U.S. government 
bonds.,130; By 1973 most European 


THE OTHER ROAD TO SERFDOM 


governments and the U.S. had to introduce 
safeguards against monetary instability caused 
by Eurodollars. The bankers then switched their 
attentions to the third world, Africa, South 
America, Asia, and Iron Curtain countries. A 
few large crashes on the scale of Penn Central 
Railway could seriously rock this pile of paper. 
Milton Friedman contends that the Eurodollar 
system is a multiple creator of credit similar to 
banking within a state.,130; The finest 
exposition of the terrible damage the Eurodollar 
has inflicted on the world economy by Martin 
Mayer.,130; Living on the edge of the abyss: 
The dire penalties that await a world awash with 
interest bearing bonds, based on the 
Eurodollar.,130 

Euro-Loans., reach a record of $81 billion for the 
first nine months of 1979. $34.36 billion 
dollars for the third quarter.,135 

Eurodollar loans co Iran of $2,500,000,000 and 
$500,000,000.,149 

European Governments. By 1973 most European 
governments and the U.S. had to introduce 
safeguards against monetary instability caused 
by Eurodollars.,134 

European Central Bank, (Euro-Fed), means a 
Communist style centralised bureaucracy. 
Delors Committee was comprised mainly of 
Bankers., 62 

Euro-Fed (European Central Bank) will operate in 
complete secrecy. Be unaccountable to anyone. 
Will impose strict 3% spending limits on all 
governments, and establish, a (socialist), 
banker's serfdom., 62 

Euthanasia of the Rentier and his cumulative 
oppressive power. Keynes view., 88 

E.R.M. fiasco 1993., 78 

E.R.M. Modern equivalent of the gold standard.,95 

Exchange. Captain Henry Kirby's, House of 
Commons Motions on the 14th of January, and 
the 22nd. of December, 1964. That: “The 
Emission of All Means of Exchange,” by private 
banks, should cease forthwith 132 

Exchange Equalisation Account. A device designed 
to control the exchange rate, currently 
suspended., it cost the British people enormous 
quantities of real wealth to maintain fixed 
exchange rates; abandoned in 1970. Asa result 
£100, billion has been invested abroad to the 
detriment of the U.K., 61 

Exchange Markets, Foreign. see Forex. 

Exchange rate of Sterling set at $4.76 during World 
War I on the strength of Britain’s overseas 
securities and her ability to ship Gold; Britain 
returns to gold-standard at $4.86., 95 

Exchequer, plan to incorporate it in the South Sea 
(Bubble) Co, 1720., 78 
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E.C.G.D. Export Credit Guarantee Department. 
If it cannot meet its claims the government 
auditor has the right to draw on taxpayers 
funds.,143 

Export Trade Credits: often disadvantageous to the 
community.,143; total failure in Sept. 1970 
£2,422,000,000.,143; Patrick DeLaszlo on the 
subject., 143; Britain’s Overseas Debts, in 1970, 
amounted to £1,611,000,000. Caused 
primarily by exporting on credit.,143; ECGD, 
the folly of such an arrangement., 143; Standard 
of living in the exporting country, is diminished 
by exporting on credit, followed by 
unemployment.,143; the alarming indifference 
of British governments to the destruction of 
British industry.,143 

Export. To export in exchange for our own 
requirements is, indeed ,true free-trade.,107 

Export Fetish.,100; The 4 cardinal errors.,100 

Export or Die. The fallacy of this view, 42; Little 
good achieved through exporting on credit. 
Same benefits achieved by scuctling the ships 
and goods in the Atlantic, 43; the monstrous 
illusion of exporting on credit co achieve ‘a 
favourable balance of trade’.,41-43 

Exporting on Credit, the folly of; Those who found 
employment through exporting the nation’s 
wealth were comprised Iquarter of the 
population; the monstrous illusion of exporting 
on credit to achieve ‘a favourable balance of 
trade’; exporting the nation’s real-wealch on 
credit leads to unemployment and other 
problems.,107 

Exports: checked; Must always be matched by ‘real 
wealth imports’. As Adam Smith envisaged in 
his Wealth of The Nations.p.431 Vol.1: Dents., 
88, 170; Forced trade disadvantageous to the 
country in whose favour it is said to be, Adam 
Smich; The 4 cardinal errors. 

F 

Fair-Shares. ‘Merger Mania’ by William Davis asks: 
“if this sort of money can be made by producing 
nothing, what should our fair share be 
considering we produce the real wealth?”.,136; 
“Investing £1,000 in Oldham Estates, Stock 
Conversion and Crown Mines 20 years ago 
would have given him a capital value of 
£250,000 today...Even better, anyone who had 
the good fortune and judgement to pick up a 
£1,000 stake in Grand Hotels (Harrogate) now 
Grand metropolitan Hotels, at 1'/,p. (3.p in 
those days) and the price Maxwell Joseph paid 
would now be sitting on a_ cool 
£927,000.”.,136-37 

Farce. Concept of Free enterprise in danger of 
becoming a farce.,124 

FATAL FLAW, THIS: “In the ‘capitalist’ system 


413 


which leads to short-term booms and slumps 
and severe recessions over periods of fifty years 
or so...”.,160 

FEDERAL DEPOSIT INSURANCE 
CORPORATION set up in 1934.,158; (See 
also Deposit Insurance schemes above). 

FEDERAL RESERVE ACT [Note. Illegal under 
the American Constitution]., 93 

FEDERAL RESERVE, THE. AND OUR 
MANIPULATED DOLLAR, By Martin 
A.Larson. The power of an anonymous of 
financiers to strangle the economy, and load 
the taxpayers with perpetual debts, 93 

FEDERAL RESERVE BOARD, AMERICA’S 
‘PRIVATE’ CENTRAL BANK, 
INAUGURATED IN 1913. Castigated by 
Louis Mcfadden an outspoken United States 
Congressman. Who, for twelve years, was 
Chairman of the House Banking and Currency 
Committee. In his - Indictment of the Federal 
Reserve System, he describes how “Every effort 
has been made by the Fed to conceal its 
power.”.,93 Labelled by Louis Mcfadden in 
1932 as - “one of the most corrupt institutions 
the world has ever known”; In the pantheon of 
‘forgotten men’. His attempted to alert the 
people to the iniquity of the Federal Reserve. 
How it robs them through taxation. His 
statement to Congress in 1932; Its fears in 
1973-4, about its inability to control 
credit.,113; Its further fears about the 
withdrawal of banks with deposits of between 
$1.2 and 4 billion dollars from membership of 
the FED and dozens of new banks ignoring its 
control., Supporting a new bill in Congress to 
control all banks: Ref. AP-Dow Jones report 
Sept 1974 published in The Times 23/9/74., 
150; As a manager of Currencies: “Most 
abjectly the nations had subjected their own 
monetary policies to the lead of the Federal 
Reserve Board. The dollar was a managed 
currency, and how managed? the measures 
applied failed to produce the desired results”; 
In 1984 found itself in the same position it 
found itself in 1938; Its failure to maintain the 
stability of the nation’s money threatens the 
breakdown of world trade. 

FEDERAL RESERVE BOARD’S CHAIRMAN: 
Paul Volker’s perplexity, in 1984, mirrored that 
of his predecessor in the late 1920's. On the 
7th of February 1984 he warns Congress of the 
dangers of the ‘twin deficits’.,157 

FEDERAL RESERVE SYSTEM. THE, Set up 
during a secret meeting on Jekyl Island in 
1910.,93; Louis Mcfadden, who, for twelve 
years, was Chairman of the House Banking and 
Currency Committee. The author of - 
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Indictment of the Federal Reserve System. In 
which he describes how “Every effort has been 
made by the Fed to conceal its power.”.,93; In 
the pantheon of ‘forgotten men’. His attempted 
to alert the people to the iniquity of the present 
banking system. How it robs them through 
taxation. His statement to House of 
Representatives about the Federal Reserve 
Banking System, 13/1/1932. Which opened: 
“We have in this country one of the most 
corrupt institutions the world has ever known. 
Private credit monopolies, which prey upon the 
people...speculators and swindlers, and rich 
predatory money lenders...the Federal Reserve 
Board, has usurped the government of the 
United States. It controls everything here and 
it controls now all our foreign relations. It 
makes and breaks governments at will...The 
member banks of the Fed were deceitfully and 
disloyally foisted upon this country by bankers 
who came here from Europe.”.,113; European 
Banks controlling the Federal Reserve: 
Rothschilds of London/Berlin, Lazard Freres 
of Paris, Israel Moses Sieff of Italy, Warburgs of 
Hamburg and Amsterdam. With Lehman 
Brothers, Khun Loeb, Rockefeller, and 
Goldman Sachs in New York.,114 

Fetish of the Export trade., Mosley and Loftus.,100 

Fetter, Professor RW: On Bank of England’s policy, 
which offered - “Prospects of unlimited 
inflacion”.,80 

Fictitious bank-money, overburdened with, 90; Its 
sheer simplicity to conjure-up that bedevils all 
attempts to create harmony within the 
economy. 

Fictitious Money. City Editors, and politicians avert 
their eyes from banker's fictitious money.,137 

Fidelity Flexible Investment Bonds.,141 

Fiduciary: Of, pertaining to, or consisting of paper 
currency that is issued without being backed 
by gold: “The Principles of the Fiduciary Issue”. 
Findings of The Committee on Finance and 
Industry/ i.e., The Macmillan Committee.,111 

Financial Times. (13/11/92) Showed that the 
interest spent on Central Govt. Debt, alone, 
was £17,820,000,000. More than the 
combined amounts spent during the same 
period on Education and Housing, 57 

Finance. “Its problems underlie the whole field of 
human activities”.,102; Conditions in which 
it becomes difficult to finance new 
enterprises.,63;imprudence of fixed interest- 
bearing securities.,96; Sound finance.,96 

Finance. International-New Deal/ Dealers. 
Morganthau and Roosevelt advocate control 
international finance by sovereign 
governments.,119 
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Financial Poker.,137 

Financial Weekly. (9/5/1980) House of Commons 
Treasury and Civil Service Select Committee 
Votes and Proceedings prevent any serious 
questioning of the Bank of England., 77; 
Chairman says “they cannot deny us the 
information and they wont” Financial Weekly 
9/5/80.,[they are still waiting] 77 

Financial Crisis, 1825, More severe than South Sea 
Bubble, the result of increased issue of paper- 
money, 70 banks stop payment.; 1866. 
Another 9-10 year Financial crisis., 81-82 

Flemings: One of the powers behind the thrones of 
the takeover barons.,140 

Flooded markets., 82 

Flooding the Market with credit: is unlikely to bring 
any quick escape from a slump -and bring on 
the opposite danger - “headlong inflation”.,126 

Flood of money, endlessly feeding upon itself.,133 

Folly of allowing private bankers the unwarranted 
privilege of creating virtually all new money, 
48, 56, 57; 1860 a new disaster, creation of 
new-money by cheque. 

FOREIGN AID: The Report, by Jan Tumlir - 
GAAT Director of Economic Research - in the 
National Westminster Quarterly Review 
August 1983: Entitled - The World Economy 
Today: Crisis or a New Beginning? States: “...for 
an economist...remedies that make sense are 
beyond his means...the threat to democratic 
constitutions can no longer be 
overlooked...Democracy is after all only a 
political method of accommodating change 
without revolution.,156; He further states that 
some of the vast debts will have to written-off 
and or purchased by public authorities...Rather 
suddenly the creditor societies find themselves 
poorer...what they considered wealth held 
abroad, their foreign investments, now turn out 
to have been foreign aid”.,156; Which is 
precisely the case made by Mr.P-C.Loftus, MP, 
in his book “A Main Cause of Unemployment’, 
subtitled ‘An Indictment of our Foreign 
Investment.,156; Which is precisely the case 
made by Mr.P.C.Loftus, MP, in his book in 
1932 entitled: “A Main Cause of 
Unemployment’, subtitled ‘An Indictment of 
our Foreign Investment.,156; fears that the bail- 
out of foreigners and imprudent national banks 
will be passed into law surreptitiously. 156-158 

Foreign Capital. Paul Volker, Chairman of the 
Federal Reserve Board informs Congress of the 
reliance on foreign capital had placed the 
United States in an: “ominous position”. In 
1984 alone, the cost of financing these deficits 
consumed three fourths of available new 
savings.,156-57 
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Foreign Funds. Short-term foreign funds. Their 
precarious character. Inadvisedly employed., 
112 

Foreign Investments, The folly of., 87; “an 
indictment of our foreign investment”.,143 

FOREX - The Foreign Exchange Markets. Every 
day $880, billion passes through the world’s 
Forex Markets. Some $100, trillion dollars per 
annum. 30 percent of which is controlled and 
conducted by the City of London. Yet only £5 
trillion is needed to finance trade? 62; Forex 
operations foolishly safe-guarded (at the cost 
of increasing unemployment) by the City of 
London which knows the price of everything 
and the value of nothing; In 1979 the daily 
Forex turn-over was ‘only’ £104 billion per day. 
Ina trading year of 250 days this would amount 
to £26,000,000,000,000 of Hot money chasing 
a margin.,pp.160 

FORFEIT-NOTES: The Times, 28/9/83 “becomes 
big business”: A system of Barter Trading 
developed by the banks. The German forfeit- 
notes of 1983 showed a remarkable resemblance 
to those issued by Dr.Schacht following Hitler's 
Nationalist Socialist Party's rise to power., 154- 
55. Basically a promissory note issued by an 
importer who spreads the payments over several 
years. Usually guaranteed by a central 
bank.,.154; The Times, 28/9/83: The Forfeit- 
note “becomes big business”: A system of Barter 
Trading developed by the banks. The German 
forfeit-notes of 1983 showed a remarkable 
resemblance to those issued by Dr.Schacht 
following Hitler's Nationalist Socialist Party's 
rise to power; With Forfeit-notes: “Every penny 
advanced is for trade. It takes us away from 
syndicated loans where the funds seem to drop 
into one big bottomless pit”: A statement from 
Mr. Ian Guild of Midland Aval.,154-55 

Forgotten men, Williant Paterson, 74; 
S.A.Banister., 74 

FOURTH CLASS - The: Parasitic Banking System 
run by Imposter Capitalists. Operate the 
ultimate closed shop as the ultimate trades 
union.,50, 133 

FORT KNOX. So much gold flowed into the U.S. 
that it had to be buried to keep it out of 
circulation at Fort Knox. .,119 

Foster and Catchings of the Pollock Foundation 
for Economic Research, criticism of President 
Hoover's policy of permanent investment “in 
production and reproductive works abroad”, 
44 

FRANKLIN, BENJAMIN, versatile, American 
Statesmen, Scientist and Inventor. In 1768, 
addresses House of Commons. Explains 
ptosperity of Colonies due to Interest-Free, 
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Colonial Scrip (money). Informs London that 
they would have willingly paid the tax on tea, 
if the English bankers in parliament had not 
succeeded in preventing the colonists from 
continuing to issue their own, interest free, 
colonial money, (colonial scrip) which he 
singled out as the main issue that precipitated 
the War of Independence., 79 

Free-enterprise: Cannot survive the demands of 
increasing indebtedness., 146; Fears that under 
the guise of greater efficiency it will be driven 
into the hands of the banks. 

‘Free-Trade’: The terrible travesty of it. The 
Appalling debt by 3rd world and former Soviet 
Union [Note: In the words of Stevie Wonder 
“When you believe in things you don’t 
understand you suffer”., 88 

Free Trade. “this great illusion” - throws true 
capitalism, every few years, into crisis.,143 

FRIEDMAN. MILTON. Professor of the Chicago 
school of money supply. Contends that the 
Eurodollar system is a multiple creator of credit 
in a similar way to banking within a seate.,134; 
Deposit Insurance Schemes referred to by 
Milton and Rose Friedman in their book: “Free 
To Choose”.,159; My letter to them - Why 
Monetarism Is Not Enough.,159 

Fringe Bank Fiasco, Bank of England, as usual, 
evades questions as to its actions, 18-25/1/ 
1978., 77 

Full-Employment. Impossible under the present 
monetary system.,63 


GAAT - Secretariat Geneva. Report by Jan Tumlir 
- GAAT Director of Economic Research - in 
the National Westminster Quarterly Review 
August 1983: The World Economy Today: 
Crisis or a New Beginning? “...for an 
economist...remedies that make sense are 
beyond his means...the threat to democratic 
constitutions can no longer be 
overlooked...Democracy is after all only a 
political method of accommodating change 
without revolution.,156; He states that some 
of the vast debts will have to written-off and or 
purchased by public authorities...Rather 
suddenly the creditor societies find themselves 
poorer...what they considered wealth held 
abroad, their foreign investments, now turns 
out to have been foreign aid”.,156 

Galaska. Joseph Galaska. (Financial Weekly 15/8/ 
80), on the survival of the unregulated 
market.,135 

Gibbs. Anthony.,141 

Galbraith, Professor John Kenneth. Canadian born 
(1908) U.S. Economist. Who has opposed 
Monetarist Economic Philosophy in books 
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such as The Affluent Society. He was U.S. 
Ambassador to India in 1961-63. Professor of 
Economics at Harvard University. Ref. - The 
Great Crash on Wall Street.,74; His book - 
“The Great Crash 1929” - and its unheeded 
warnings, 90, 99, 118, 122, 140, 141 

Gamages.,123; Shrinkage by an inside criminal 
gang of employees who stole to order — even 
Grand Pianos. 

Georgetown University, Washington D.C., 
Professor Carroll Quigley’s ‘Tragedy & 
Hope’.,114 

Geneen. Sydney Harold Geneen. President of 
IT&T.,124; “needed a more aggressive ally...he 
found it in Lazards. For the next decade ITT’s 
fortunes and Lazards were interlocked”.,125 

German Mark. Collapse after The Great War, and 
again in 1947, 56; its need for a currency 
in1945. Allied Military Marks provided .,121 

Germany. 1945: Morganthau sought its virtual 
destruction. Finds an ally in Harry Dexter 
White., 120 

Gilbert & Sullivan’s ‘Utopia Limited’. Their 
denouncement of the business promoter.,81 

Gould, Brian, former Labour M.P, for Dagenham, 
his statement on full employment and housing, 
in the New Statesman & Society, (19/2/1993), 
58 

Gog, King of Lydia, 800 BC, issues stamped, silver 
pieces., 69 

Gold Standard Act: of 1816, did not come into use 
ull 1821., 81 

Gold Standard: Restored 1821, brings depression 
and a collapse in prices., 81; part of a plan by 
world finance.,95; Its modern equivalent the 
E.R.M.,95; Its part in making the Bank of 
England and ‘The City’ the sovereign power 
in the land, above parliament.,95; Keynes 
warning to Churchill about returning to the 
gold-standard; Churchill’s admission in 
Hansard that returning to it had been an 
unmitigated disaster: ‘so hideous an 
oppression’.,97; Britain returns to Gold- 
Standard at a fixed of $4.86; impeded our 
economic recovery; proven by the Great Crash 
on Wall St., to have been an unmitigated 
disaster; Despite all the previous failures World 
Economic Conference in 1933 calls for a return 
to the Gold Standard.,118 

Goods: More goods than money = inflation. More 
money than goods =  deflation/ 
unemployment.,1 10; “Goods free of subsidies 
and bank lending. “That which Adam Smith 
saw as genuine ‘free-trade’.,117 

Government and bank of England responsible for 
the business crisis of 1825., 82 

Government: constantly trying to restrain banks in 
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their creation of new money. 

Governments. Their failure to grasp the significance 
of private money creation, and bankers who 
could not care less about the harmful 
consequences of their actions; claim to fear the 
consequences of inflation, but continue to trust 
private banking institutions to create 
unregulated, inflationary amounts of money; 
powerless, 136 

Grand Hotels (Harrogate), 137 

Grand Metropolitan Hotels. “Investing £1,000 in 
Oldham Estates, Stock Conversion and Crown 
Mines 20 years ago would have given him a 
capital value of £250,000 today...Even better, 
anyone who had the good fortune and 
judgement to pick up a £1,000 stake in Grand 
Hotels (Harrogate) now Grand metropolitan 
Hotels, at 1'/,p. (3.p in those days) and the 
price Maxwell Joseph paid would now be sitting 
on a cool £927,000.”.,137 

Gravamen: The essential part of the monetary 
reformers case. Which David Ricardo foresaw, 
must result in the creation and burden of 
unproductive debt. Which must bring with it 
an increasing, unearned, unjustifiable demand 
for “real-wealth”, the producers of which will 
eventually give up the inequitable struggle to 
produce.,128 

GREAT CRASH ON WALL ST., 74, 78, 89, 90, 
99, 118; Things seem set for a repeat 
performance., 99, 118, 122, 140, 166 

GREAT WAR, THE: The 1914-18. Collapse of 
German Mark. 56; “Before the Great War 50% 
of British Savings were invested abroad.”.,94- 
95; the monstrous illusion of exporting on 
credit to achieve ‘a favourable balance of 
trade’.,88; “The Great War” was predicted and 
named as such by the Prophet Muhammad in 
a Hadith related by Abu Hurairah in the 
collection known as Sahi Muslim, and another 
known as Mishkat al-Masabih. David M 
Pidcock on page 81 reproduced this in Satanic 
Voices Ancient & Modern. ISBN 1-871012- 
03-1. Published by Mustaqim - Islamic Art & 
Literature. RO.Box 844, Oldbrook, Milton 
Keynes MKG6 2YT. England. 

Greek tragedy of 1694; Mythology.,130-131 

“GREENBACK DOLLARS” When the American 
Civil War Started there were 7000 types of note 
in circulation and 5000 counterfeit issues. To 
finance the war the government, in 1862, issued 
bills unsupported by specie i.e., coin. These 
represented money issued free of interest 
charges which naturally outraged the private 
bankers. Who, according to John Ruskin, 
considered ‘a loan without interest to be a 
monster, and a loan made below the current 
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rate (of interest) to be a monster in its degree”., 
By 1864 $431,000,000,000 greenback dollars 
had been issued. When the war ended, 
agitation was stirred up to have these notes 
removed from circulation, however this 
received such opposition that in 1866 Congress 
passed a law suspending any further reduction 
in the volume. Greenback dollars are still in 
circulation today to the amount of 
$346,681,000. If these greenback dollars had 
been issued by the banks. The American public 
would have paid $1,000,000,000 in compound 
interest and still owe the $346,681,000., 90; 
‘greenbacks’, 90 

GREEN PAPER: Review of the Monopolies & 
Merger Policy (Cmnd 7198). Government 
concerns about the way Mergers affect general 
competitiveness, Concerns shared by Common 
Market Countries, Canada, and Australia., 150 

Greenhouse effect: “Having abandoned ‘qualitative’ 
control...all for little real economic benefit.” 
Daily Telegraph. 9/June/72., 139 

Gregory. T.E.Gregory,D.Sc. (Macmillan 
Committee)., 101 

G.N.P. (Gross National Product), 57; the 
unconsumed portion of GNP, caused by the 
“saving” of money, will defeat all attempts to 
achieve full-employment, until; The unsold 
portion of GNP increases unemployment., 60- 
61; what is GNP, 59-61 

G7: During August 1984, the manager of the IMF, 
MrJaques De Larosier, gave out dire warnings 
about self-feeding government deficits, which 
threaten world wide instability. He further adds 
that from 1974 to 1983 public sector debt, as 
a percentage of national output of the 7 largest 
industrial countries, had risen from 22% to 
41%. In their attempts to avoid cutting 
spending or increasing direct taxation the 
orthodox response of governments is to sell 
more securities, which ultimately adds to their 
national debts.,159 

Group of Ten: “faced with alarming growth of Euro- 
Currency”, (from 1959 to June 1971 it jumped 
from $1billion to $66 billion equal to the total 
money supply of France)., 133 

Guardian: The, 26/3/93. Lifeboat operations to save 
sinking fringe banks (by a non-interventionist 
Government?).,91 

H 

Hambros:One of the powers behind the thrones of 
the takeover barons.,140; Managed Bonds 
etc.,141 

Hamilton, Alexander, American Statesman. 
1757-1804. Much to do with framing 
Constitution. Secretary to the Treasury, 
1789-1795. Established National Bank. “The 
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opposition Hamilton encountered to the 
extension of control over banking has been met 
at all stages of banking history”., 89 [Note: He 
was fatally wounded in a duel with Aaron Burr, 
11/7/1804.} 

Hand-outs, The City of London receives the 
greatest share of government hand-outs, but 
gives nothing beneficial in return. 

Hansard. Winston Churchill’s speech on the 
mistake of going on the Gold Standard. 21/4/ 
1932., 119 

Hansard. Sir Oswald Mosley’s resignation speech. 
28/5/1930., 99-100 

Harrod. Sir Roy. His - Life of Keynes -Keynes 
proposal for an ‘International Clearing Union’., 
136 

Heath, Edward. Tory Prime Minister. Tries 
corporate state approach with the Trade Unions 
in long drawn out talks in Downing Street 
Nov.1972.,97 

Heath. Edward Heath, former Conservative Prime 
Minister, was a banker with Brown Shipley, 
his pro-socialist European stance brought about 
the Maastricht Treaty with its plans for a 
completely Private, Autonomous, Central 
Bank., the truly unacceptable face of 
capitalism.,137; with his colleague Peter Walker 
like poachers turned gamekeepers., 137-138 

Hegemony of World Finance.,114 

Henry VIII, debased England's coinage by 2/3rds., 
71 

Her Majesty the Queen. The 1964 move to restore 
to her the power of creating and issuing 
money., 132 

Hermes.,131 

Heroes. “today’s heroes” and the quickest way to 
the top by means of merger.,140 

Hill Samuel.,141 

Hire Purchase. A 1950's latecomer to the debt 
creation system.1500 finance houses involved 
by 1960's. By 1985 Board of Trade figures show 
Hire Purchase indebtedness running at £1,196 
million. With real interest rates between 20% 
an 30%.,121 

HITLER. ADOLF (1889-1945). Austrian-born 
founder of the German Nazi party and 
Chancellor of the Third Reich (1933-45). 
Served in German army in World War I. Joined 
the German Workers Party and by 1921 gained 
its leadership. Renamed it the National Socialist 
German Workers’ Party. Imprisoned, during 
which time he wrote much of Mein Kampf. 
Lost 1932 presidential election to Hindenburg. 
1933 Nazi’s win General Election. January 
1933, Hitler Appointed Reich Chancellor. Calls 
Dr.Hjalmar Horace Greeley Schacht (close 
friend and associate of Montagu Norman, 
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Governor of the Bank of England), to restore 
German currency after the hyperinflation of the 
Weimar Republic, by the process favoured by 
Morganthau and Roosevelt.,118 

Hitler’s Bankers. Hajalmar Schacht. Montagu 
Norman. Benjamin Strong. Max Warburg. 
Schacht. Hjalamar Horace Greeley: Hicler’s 
banker. Originally with J.P Morgan. Wasa close 
friend and associate of Montagu Norman, 
Governor of the Bank of England. Norman was 
God-father to Schacht’s daughter. He was 
viewed by Norman, and Benjamin Strong of 
the Federal Reserve Board and other 
international bankers as “a man they could 
work with in the reconstruction of Germany”. 
Schacht fitted into Norman’s scheme for a 
return to the Gold Standard which he saw as 
vital for the restoration of power to the City of 
London.,118; Norman’s Imperial Preference 
scheme- set up at the Ortawa Conference in 
1932, to establish the exchange of raw materials 
for manufactured goods, helped Britain’s 
unemployment problem, but not to the extent 
that Schachr’s solution worked in pre-war 
Germany. His scheme brought most of the 
Balkan’s into Germany's trading orbit, plus 
Argentine and other South American markets. 
Responsible for Germany's New Economic 
Order, which made conflict with Wall Street 
and The City of London inevitable. Schacht 
was appointed by Hitler to restore German 
currency after the hyperinflation of the Weimar 
Republic, by the process favoured by 
Morganthau and Roosevelt.,118 [Note: 
Prescott Bush and Herbert Walker The Grand 
Parentsof George W. Bush were major 
contributed to the rise of Adolph Hitler and 
ran the Nazi Union Bank in New York.]} 

Honesty, “even if stupid, is a better foundation for 
credic than the most adroit finesse.”.,130 

Hong-Kong. Licencing of her imports to U.K.,144 

Hotson. Professor John.H.Hotson. Head of the 
Economics Dept., the University of Waterloo, 
Ontario, Canada. Chairman of C.O.M.E.R. 
Committee On Economic and Monetary 
Reform. His 8-point criticism of the high- 
interest rate policies of John Crow, head of 
the Bank of Canada and Allan Greenspan, 
head of the Federal Reserve Board of the 
United States. Warning Greenspan that his 
policies would lead to a rerun of the Crash of 
1929.,127-128 

HOT-MONEY: Every day $880, billion passes 
through the world’s Forex Markets. Some $100, 
trillion dollars per annum. 30 percent of which 
is controlled and conducted by the City of 
London. Yet only £5 trillion is needed to 
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finance trade? 98; Forex operations foolishly 
safe-guarded (at the cost of increasing 
unemployment) by the City of London which 
knows the price of everything and the value of 
nothing; In 1979 the daily Forex turn-over was 
‘only’ £104 billion per day. In a trading year of 
250 days this would amount to 
£26,000,000,000,000 of Hot money chasing 
a margin (by 1993 this figure had 
quadrupled).,pp.160 

Hornsby. Jack: C.H.D Associates. His letter to the 
Earl of Ancram, ref. Professor Carroll Quigley’s, 
Tragedy & Hope and W.Skousen’s ‘Naked 
Capitalist’.,114 

HOUSE BANKING COMMITTEE (USA) 
Mr.St. Germain, Chairman of the House 
Banking Committee warns that “...insulating 
large banks from the natural market-effects of 
their own mistakes”, could set a dangerous 
precedent.,158; It was claimed that its rescue 
saved at least 100 other banks from collapse 
and the world from another depression.,158; 
Mr. Conover, Comptroller of the Currency, 
informed the Committee of: “the continuing 
fragility of the American banking system”, that 
66 other banks, with combined assets of $4.8 
billion dollars, had uninsured deposits with 
Continental Illinois Bank which exceeded their 
net worth and these would have failed 
immediately. He also stated that a further 113 
banks with uninsured assets totalling $12.3 
billion dollars were similarly at risk.,158-159 

House of Commons, long before John Law, the 
House of Commons advocated the use of paper 
money., 75 

House of Commons Treasury and Civil Service 
Select Committee Votes and Proceedings 
prevent any serious questioning of the Bank of 
England., 77; Chairman says “they cannot deny 
us the information and they wont” Financial 
Weekly 9/5/80., {they are still waiting] 77 

House Purchase. Interest rates too high.,78; 

Hudson. Mr. Hudson of Creditanstalt’s London 
branch says barter deals: “...can certainly be less 
risky than a straight bank loan”.,155 

Hutber. Patrick Hutber. City Editor, Sunday 
Telegraph. The demise of Gamages. Ref. to 
Lord Nuffield, Lord Marks, Charles Clore, 
Maxwell Josephs, Slater Walker, Tom Whyte 
Triumph Investments, 12/3/72.,123; Concept 
of Free enterprise in danger of becoming a 
farce.,124; Speaks of - “people of the most 
dubious respectability”.,140 

Hyde, Edward, see Earl of Clarendon., 73 

Hyperinflation in the Weimar Republic - Schacht's 
solution.,118 


INDEX, GLOSSARY & GUIDE 


I 

Index Linked Pensions in 1979 cost the general 
community £2,500,000,000. 

IFC - International Finance Corporation - private 
section of the World Bank - its first quarter 
loans in 1974.,149 

Illusion, the money. stems from our faulty system 
of creation, 56 

Illusion of exporting on credit., 87 

Illusions of wealth. The erroneous idea, that, what 
the City and Finance produced was real-wealth, 
has led to the decline of British Industry.,105 

IME International Monetary Fund. Inaugurated at 
a meeting at Bretton Woods in 1944. 
Established in 1945 under the United Nations 
to regulate the exchange value of currencies and 
promote trade. Loans made by it have severe 
terms and conditions attached. 

IME “Three letters that make up a four letter word.” 
Defined in the Sudan as’ Intimidation Murder 
& Fraud’, ‘IM Fired’ in Indonesia, and ‘Infant 
Mortality Fund’ elsewhere. 

Imperial Preference: The British Empire’s. Set up 
at the Ottawa Conference in 1932. To establish 
the exchange of raw materials for manufactured 
goods. It helped Britain’s unemployment 
problem, but not to the extent that Schacht’s 
solution worked in pre-war Germany.,119 

IMPOSTER CAPITALISM.,65-67; Fears that 
under the guise of greater efficiency “free- 
enterprise” and “true- capitalism” will be driven 
entirely into the hands of imposter-capitalism 
controlled by the banks.,146; Through its 
merger schemes and other machinations it will 
create, unless action is taken, a private ‘Clause- 
Four’ monopoly equivalent to Socialisms 
demands for the nationalisation of all the means 
of production. 

Imposter-Capitalist developments. Sowing the seeds 
of disastrous inflation.,135 

Incomes, 50 

Indebtedness. Ever Growing: at national and local 
level. ,125 

India. Licencing of her imports into U.K.,144 

Individualism. “In an individualistic society capital 
can only be provided by inducing individuals 
to forego present enjoyment in exchange for 
future advantage”.,129 

Indonesia: Barter trade. Britain recently paid in 
timber for chemical exports to Indonesia.,155 

Industry should not be sacrificed to finance.,108 

Inevitable failure of true-capitalism.,143-144 

INFLATION: “the cause of inflation during the 
past 300 years has always sprung from the same 
source - bank created money...the more simple 
the deception the greater the success”, 47; If 
borrowed money is spent on imports inflation 
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will increase; Disastrous inflation of the 1970's 
and 80’s.; Intense inflation used to destroy debt 
burden; Its effects on Public Finance; its cause 
demonstrated., 125; “the most vicious of all 
forms of taxation”, pays the unearned incomes 
on bank created money.,125; Flooding the 
Market with credit: is unlikely to bring any 
quick escape from a slump - but, bring on the 
opposite danger - “headlong inflation”.,126; 
Why, High-Interest Rate Cures continue to fail 
- Professor John Hotson’s 8 point analysis.,127; 
Imposter-Capitalist developments. Are sowing 
the seeds of disastrous inflation; caused by a 
fault of the money system; “led to the 
disruption of society by setting one section in 
antagonism to another.” Enoch Powell, 9/6/ 
1972., 139; “Speculative money-grabbing, the 
inflation of land and property values, do not 
make it easier to resist wage and salary claims 
of employed millions”.,139; inevitable 
inflation., 140; “Inflation is about the value of 
money; and even money loses its value if you 
increase the quantity of it at the rate of 21% 
per year without a proportionate increase in 
the countries real wealth.” Richard Body.M.P, 
Sunday Telegraph, 18/6/1972.,141-42; equities 
have failed as a hedge against inflation.,147; 
could have been avoided; Keynes, General 
Theory shows that control of interest was 
crucial to prevent inflation.,148; Keynes, 
General Theory shows that control of interest 
was crucial to prevent inflation.,149; 
Mr.E.P-Chappell’s letter to The Times on 23/ 
9/1974 pointing out that inflation would cost 
British Manufacturing companies an extra 
£3,000,000,000 merely to maintain the same 
level of business activity.,149; Those who fear 
inflation the most are those who own our 
National Debt. 

INSOLVENCY OF BANKS: To prevent the 
collapse of the Continental Illinois Bank & 
Trust Co., and the resulting domino effect 16 
banks, out of self interest collect 
$4,5000,000,000 to bail it out., 158; American 
Banking Authorities, like the Bank of England 
when faced with similar problems, propose a 
$2,000,000,000 guarantee package.,158; To 
prevent the collapse of the Continental Illinois 
Bank & Trust Co., and the resulting domino 
effect 16 banks, out of self interest collect 
$4,5000,000,000 to bail it out.,158; American 
Banking Authorities, like the Bank of England 
when faced with similar problems, propose a 
$2,000,000,000 guarantee package.,158; 
Members of Congress demand an inquiry into 
$7,500,000,000 bail-out of the bank.,158; 
Mr.Se.Germain, Chairman of the House 
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Banking Committee warns that “...insulating 
large banks from the natural market-effects of 
their own mistakes”, could set a dangerous 
precedent.,159 

INTEREST: When reinvested, further diminishes 
the amount of money in circulation; adding 
interest to interest compounds the problem; 
“Before the Great War 50% of British Savings 
were invested abroad.”., 87; A very high 
proportion of State expenditure is squandered 
on debt-interest payments; Orthodox 
economists claim that perpetual interest 
payments do not affect total national income 
and expenditure. However interest payments 
on new money created by the banks grants a 
share of the GNP to the recipients of the interest 
who have contributed absolutely nothing to the 
creation of real new wealth. 

INTEREST DEMANDS: can only be paid for by 
the production of new-real-wealth. The dream 
of wealth without effort can only be maintained 
so long as the producers of real-wealth are 
willing to go on providing an unearned income 
for chose who only contribute money and claim 
to own our National Debt.,158; The effrontery 
of the call by the U.S. Central bank to limit 
interest charges on the debt, bearing in mind 
the high rates of interest levied by the FED in 
order to attract funds to purchase United States 
Treasury Bonds.,158; Each one point rise in 
the U.S. rate of interest adds a further 
$3,500,000,000 to the debt of Third World 
nations and at the same time threatens the 
stability of the U.S. private banking 
system., 157-160 

INTEREST ON PUBLIC SECTOR DEBT. 
During 1991-92 the interest payable on 
Central Government Debt alone, was 
£17,820,000,000., more than the combined 
amounts spent on Housing @ 
£7,729,000,000., and Education @ 
£6,342,000,000., 22; A Main cause of 
unemployment and inflation., 22; its role in 
the destruction of the value of money., 53; 
During August 1984, the manager of the IMF, 
Mr.Jaques De Larosier, gave out dire warnings 
about self-feeding government deficits which 
threaten world wide instability. He further adds 
that from 1974 to 1983 public sector debt, as 
a percentage of national output of the 7 largest 
industrial countries, had risen from 22% to 
41%. In their attempts to avoid cutting 
spending or increasing direct taxation the 
orthodox response of governments is to sell 
more securities which ultimately adds to their 


national debts.,159 
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INTEREST RATES. Its effects on Public Finance. 
It should be at or below 2% and stable; 
stabilized through a “somewhat socialization of 
credit.” Keynes and Ricardo’s view.,53; Their 
need to be zero or ‘near-zero’; Lord Bradbury's 
view of them as an unnecessary burden: “If it 
goes far enough it will leave the producer with 
no motive to produce and in the end cease 
perforce because there will be nothing to 
transfer”.,112; Harold Lever’s condemnation of 
interest as - “outrageous, dangerous and 
destructive”.,149; Dr.Ernest Dick’s book - THE 
PROBLEM OF INTEREST AND ITS 
RELATION TO CURRENCY & DEBT - 
Evidence given to the Senate Committee on 
Banking & Currency in 1928, prove that high 
interest rate policies have the opposite effects 
of the ones intended.,149; The United States 
twin budget deficits in 1984 clouded the 
prospects of reducing our traditionally high 
levels of interest.,57-58; Not until the 
authorities realise that high interest rates are in 
conflict with ‘the marginal efficiency of capital’ 
will industry and the taxpayer be liberated from 
enriching the money-capitalist at their 
expense.,153, 156, 161 

INTERNATIONAL BANKING and its financial 
associates owe no allegiance to the state., 151; 
spell the demise of free enterprise without 
which democracy will perish.,151 

INTERNATIONAL CLEARING UNION. - 
Keynes proposal for an ‘International Clearing 
Unior .,136 

INTERNATIONAL FINANCE. New Deal/ 
Dealers. Morganthau and Roosevelt advocate 
control international finance by sovereign 
governments.,118; The main threat to true- 
capitalism comes from international banking 
and its financial associates.,151; they spell the 
demise of free enterprise without which 
democracy will perish.,151 

INTERNATIONAL TRADE, need not be what it 
is. A process of beggar my neighbour: “a 
desperate expedient to maintain full- 
employment at home by forcing sales on foreign 
markets. which if successful, will merely shift 
the problem of unemployment to a 
neighbour.”,117 

Investments. The relation of falling prices to 
them.,105 

Investment of Savings: “Before the Great War 50% 
of British Savings were invested abroad.”., 87 

1.0.S. (Investors Overseas Services)., 78; Things 
seem set for a repeat performance.,140 

IRAN: Iran-Gate, investigations. 53; 1974- 
Eurodollar loans to Iran of $2,500,000,000 and 
$500,000,000.,149 
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Irresponsible money.,139 

Iron-Curtain Countries. Loaned £16,000,000,000, 
by the western countries Marxism was allegedly 
dedicated to destroy to buy Western 
Technology to improve its military capability. 
Opposition to Thatcher's anti-Communist 
Crusade came, as usual, from bankers who did 
not, and still do not wish the flow of interest to 
stop? 88; Struggle for freedom.,88; strange how 
they obtain vase loans from their alleged 
‘enemies’ in the west. 

Irsigler. FE. J., His book Who Makes Our Money’, 
and the dangers to the survival of democracy.,92 

Italians learn the value of sound currency from the 
Arabs. Florence produces gold florin, Venice 
follows suit., 70 

IT&T (International Telephone & telegraph 
Corporation), its global objectives and 
labyrinthine roots of the international banking 
network.,124; Anthony Sampson’s, The 
Sovereign State - The Secret History of 
LT.T.C.,124; Sydney Harold Geneen. President 
of IT&T.,125; “needed a more aggressive ally... 
he found it in Lazards. For the next decade 
ITT’s fortunes and Lazards were 
interlocked”.,125 


J 

Jackson, Andrew, U.S. President, (1828, and 1832,) 
acts against state banks paying depreciated 
currency for land., p.89. 

JEWS. Convinced that their interests lay in an 
accommodation with Russia and the 
destruction of Germany.,120 

JOHNSON MATHEY. Bullion dealers and “third 
class bankers”. With bad loans of 
c.£320,000,000,000, in 1983, as with 
Continental Illinois in the United States, British 
banking authorities have to step in to save the 
banking system form imminent collapse.,161; 
Should it have been saved? Bank of England: 
“it was necessary. Its failure...would have placed 
the whole of the City in a dangerous 
situation.”.,160 

Joint Stock Banks, total liquid assets, 13, 50; 
Realising their power potential, Parliamentary 
proposals to establish a State Bank thwarted 
by banking lobby in Parliament., 83 

JOSEPH. SIR KEITH. Tory Guru. His monetary 
speech at Preston on September 5th 1974. The 
points he made reported in The Times, 6/9/ 
74, Inflation is threatening to destroy our 
society...our property, savings and working 
capital. Which will lead co catastrophic 
unemployment and an authoritarian state. He 
refers to Mr.Heath and Mr.Carr’s comments 
that: “Inflation is the most important issue 
before the country”, but fails to mention that 
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the problem sprang from the actions of these 
two men who, in 1971, allowed the private 
banking sector to create £5 billion which fuelled 
the great ‘fringe’ bank boom: He asks “If 
inflation is so pernicious, why was it allowed 
to get a grip in the first place?...Why did 
successive governments for the last score years, 
Jed by well-intentioned people advised by 
conscientious officials and economists, take a 
course which led inexorably and predictably to 
the present nightmare?...Our inflation has been 
the fault of new money...When the money 
supply grows too quickly, inflation results... This 
has been known for centuries...Keynes 
recognised that excessive creation of money is 
inflationary. Having wrongly identified Keyne’s 
deficit spending as the culprit - in which new 
money is spent into circulation at zero interest 
- and ignoring the conditions laid down by 
Keynes necessary for its success. Sir Keith 
concludes that: “Thus excessive injections of 
money undertaken by intelligent and 
enlightened men with good intentions, have 
wrought great havoc in our economy and 
society...from what Keynes wrote it seems likely 
that he would have disowned most of the 
allegedly Keynesian remedies urged on in his 
name and which have caused so much 
harm...And surely more and more people are 
coming to realise that there is no hope of 
controlling the growth of spending if 
government does not control its own deficit, 
especially if it allows that deficit to be created 
by the banking system...Monetary control is a 
pre-essential for everything else we need and 
want to do.”.,151-153 

Josephs, Maxwelil.,123 

JUBILEE YEAR. Editor’s note: The instability 
caused by the “fatal Flaw” in money capitalism 
prove that the Qur'anic call for debts to be 
cancelled and Biblical year of Jubilee in which 
all debts were cancelled every 7 years and all 
land returned to its original owners every 50 
years are still valid: “..chis FATAL FLAW in 
the ‘capitalist’ system which leads to short-term 
booms and slumps and severe recessions over 
periods of fifty years or so...”.,160 

K 


KEYNES, John Maynard, three references to his 
General Theory of Employment, Interest and 
Money, euthanasia of the rentier-class; no 
reason to socialise economic life more than 
before, (i.e., Socialism’s Clause 4 is redundant); 
the outstanding faults of the economic society 
in which we live, 20; 23; like Ricardo, advocates 
“a somewhat socialisation of credit,” 62; Shows 
low interest rates crucial to control 
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unemployment; Ref. to his betrayal, authorities 
act contrary to his advice; His desire to see - 
The Euthanasia of the Rentier and the end of 
the cumulative oppressive power of the 
Capitalist to exploit the scarcity value of capital; 
His identification (with Ricardo), of the 
fundamental flaw in our economic practices; 
his failure co state clearly the difference between 
‘true-capitalism’ (based on savings and profits), 
and ‘imposter-capitalism’ based on bank created 
money; Keynes solution 1932 to 1952 the bank 
rate was pegged at 2% - achieving, “a somewhat 
socialisation of credit”, 90; Warns Churchill 
that a return to the gold standard was against 
the national interest; his insistence on ‘the 
socialization of credit’. ref. to Adam Smith in 
his General Theory.,120; his involvement in 
writing ‘Britain’s Industrial Future’ better 
known as ‘The Liberal Yellow Book’ in 
1928,.99; The Betrayal of Keynes; Member of 
the Committee on Finance and Industry (Better 
known as The Macmillan Committee); His 
masterly analysis; his conclusions the same as 
Ricardo’s; Keynes view, that, man’s “Propensity 
to save”, leads inevitably to underconsumption, 
and increased unemployment,etc.,111; In 
addition to Bradbury's 14 pages of Dissent, in 
the Macmillan Report. A further 72 pages of 
Reservations were submitted by 9 other 
members of the Committee; giving: “a more 
revealing picture of the causes:..of Britain’s 
economic problems”. From which, Keynes 
formulated his General Theory; his view, like 
that of Adam Smith, about matters beneficial 
and “detrimental to the well being of nations”, 
i.e., full-employment, domestic policy, 
removing: “...a pressing motive by (which) one 
country need force its wares on another or 
repulse the offerings of its neighbour.”.,117; 
Keynes, like Ricardo, concludes, that: “a 
somewhat comprehensive socialisation of 
investment will prove the only means of 
securing an approximation cto full- 
employment.”.,147; Supports Roosevelt's 
decision.,147; Bancor. 1945. Keynes proposed 
monetary unit for the Clearing Union, to settle 
trading accounts between nations; isolated from 
his fellow Bank of England directors, CLAUSE 
4. Had the Labour Party been allowed to 
understand Keynes they would have supported 
his efforts to “Socialize Credit”, instead of 
insisting on ‘Clause 4’, which, in effect, calls 
for the complete destruction of all forms of 
capitalism — both rentier and worker. Keynes 
stated: “Apart from the necessity of central 
controls to bring about an adjustment between 
the propensity to consume and the inducement 
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to invest, there is no more reason to ‘socialize’ 
economic life than there was before”.,120; 
defeated in his battle to curb the power of the 
private banking sector.,120; Welfare State. Its 
arrival in 1946, and its success in defusing 
social unrest, due to Keynes deficit spending 
theory; His General Theory illustrates this thesis 
of - ‘The Other Road To Serfdom’, 
demonstrating that all the problems referred 
to, would arise, so long as the issue of the 
nation’s money was left in the hands of private 
bankers; His proposal for an ‘International 
Clearing the Union’.,136; the misinterpretation 
of his theory; failure to observe the necessary 
conditions he laid down for the success of his 
theory to cure unemployment; As great power 
lies in the creation of money, both Ricardo and 
Keynes concluded, that interest rates should be 
set at zero, or near zero; RATE OF INTEREST 
SET AT 2% by John Maynard Keynes: To 
stabilize costs and wages. The only way to 
maximise employment. it would spell the 
euthanasia of the money lender but eliminate 
the artificial scarcity of capital; However he, 
too like Adam Smith and Karl Marx failed to 
identify them as the “Fourth Class”; NEO- 
KEYNSIANS ignore his diagnosis.,106; 
Michael Stewarts’s observation in ‘Keynes and 
After’, that during the 1930's “Governments 
were helpless. They did what the economists 
told them, and things got worse”.,148; provides 
the solution to the problem of 
unemployment.,148; Keynes, General Theory 
shows that control of interest is crucial to 
prevent inflation; “in Keynes great work lies 
the key to easing our economic problems”. 
Kirby. Captain Henry Kirby. MP. His House of 
Commons Motions on the 14th of January, and 
the 22nd. of December, 1964. Regarding “The 
Emission of All Means of Exchange”.,132 
Kitson, Arthur, ref. his ‘A Fraudulent Standard’, 44 
Knickerbocker Trust Company, fails in Oct. 1907. 
By Jan. 1908 2,000 New York firms declared 
insolvent.,92 
Knife-edge: The unstable nature of the western 
banking system: Illustrated by the need to 
intervene over situations caused by cases such 
as Johnson Mathey (Bullion dealers and “third 
class bankers”). With bad loans of 
c.£320,000,000,000, as wich Continental 
Illinois in the United States, the Bank of 
England’s need to step in to save the entire 
banking house of cards from imminent 
collapse.,158; Should it have been saved? “it 
was necessary. Its failure...would have placed. 
the whole of the City in a dangerous 
situation.”.,160 
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Kondratiev, K., Kondratiev’s theory: That there 
exists Long-cycles of boom and slump of 
approximately 50 years duration, in the Lloyds 
Bank Review for July 1978., Schumpeter, 
between the wars, analysed these short and long 
term cycles., see page 51 

Korea (South) .Licencing of her imports into 
U.K.,144; Lazard Brothers. 2/11/76, 
announced £13,000,000 loan for Korea, 
backed by ECGD funds from Barclays Bank. 
Since 1967, they had already arranged 
£125,000,000 including Euro-Currency 
loans.,144; British Shipbuilding, textiles and 
electrical companies, worried over Korean price 
cutting.,144 

L 

Labour Party. Had they really understood Keynes 
they would have supported his efforts to 
“Socialize Credit”, instead of insisting on 
Clause 4., 120 [Note: This all changed in 1991 
following Gordon Brown's invitation to the 
Bilderberg Conference in 1991 at Baden-Baden 
with John Smith Labour's Shadow Chancellor 
between June 6th and 9th. Following their 
agreement to abandoned Clause 4 they became 
New Labour and electable as a Shadow Tory 
Party.] 

LAMONT. Norman Lamont, former Conservative 
Chancellor of the Exchequer, recently returned 
to work for N.M.Rothschild. Who have, and 
still are responsible for ‘privatising’ huge 
segments of our Nationalized Wealth Creating 
Industries. That which was once owned by all 
the British people - for example British 
Petroleum, Gas, Coal and Rail etc. - are now 
owned and controlled by a few. 

Larson, Martin A. “The Federal Reserve and Our 
manipulated Dollar’, How its setting up 
conferred upon on an unelected, unaccountable 
elite, the power manipulate the economy 
against the interests of the American taxpayer, 
and the rest of the world.,92-93 

LATIN AMERICAN DEBT. Insuring banks 
against possible default. The Federal Reserve's 
estimate of the problem which they calculate it 
in terms of tens of billions of dollars. Inevitably 
the cost will be borne by the taxpayers as the 
missing sums are added to their national 
debr.,159 

LAW, JOHN, disastrous Scottish financier, 
1671-1729, friend of the Duke of Orleans, 
founded bank in France, made controller- 
general of French finances, his combined bank 
and company failed in 1720, due to the over 
issue of unsecured paper money, he was driven 
from France and died in Venice., 75, 78, 81 
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THE LAYMAN’S GUIDETO MAIN CAUSE OF 
UNEMPLOYMENT & INFLATION, 59 

Lazard Brothers. Bankers: Sydney Harold Geneen. 
President of IT&T. “needed a more aggressive 
ally...he found it in Lazards. For the next decade 
ITT’s fortunes and Lazards were 
interlocked”.,125; Andre Mayer of New York, 
dominated the London and Paris branches of 
Lazards.,125; 2/11/76, announce £13,000,000 
loan for Korea, backed by ECGD funds from 
Barclays Bank. Since 1967, they had already 
arranged £125,000,000 including Euro- 
Currency loans.,143 

Legal Tender “legalised robbery”., 87; Mosley’s 
similar conclusions to Loftus., 82, 89, 90, 134, 
163 

Lemas’s acquisition of Oil Explorations in 1979. 

Lemming-like madness. Which affects normally 
intelligent people when the chance of making 
money with little effort is involved.18/6/ 
1972.,141 

Lender of Last Resort., 78 

Lethal Money (Lethal Tender).,138 

LETHAL TENDER - Cheque money, 86 

LEVER: Harold Lever's condemnation of interest 
as - “outrageous, dangerous and 
destructive”.,149 

LEVER BANK: “A Monstrous idea.” Dubbed the 
‘Lever Tank’ it should have been a truly State 
Bank.,150 

‘Lifeboat’ rescue of fringe banks mid 1970’s., 78 
The Guardian, 26/3/93. Lifeboat operations to 
save sinking fringe banks (by a non- 
interventionist Government?).,78 

LINCOLN, ABRAHAM. United States President. 
His famous “Greenback” dollars made him an 
enemy of the private banking fraternity. His 
Monetary Policy of 1865 is a masterpiece in 
understanding what money is and is not. His 
solution similar to Keynes “a somewhat 
socialisation of credit” See Foreword pages 27- 
28 of this work for the full transcript of his 
Senate document 23. 1865. His assassination 
three days later was a great set back for 
economic democracy. Did Lincoln read David 
Ricardo’s plan for a National Bank?.,70,90; his 
much hated ‘greenbacks” Did it inspire 
J.EKennedy to reintroduce them 5 months 
before his assassination? See for further 
information look up his Executive Order 
11,110. 

LOCAL AUTHORITY DEBT. By 1979 this had 
reached some £40,000,000,000.,153 

LOCKE, John, his warning about the dangers of 
uncontrolled paper money, 53 

Lockheed Aircraft Corporation, 53 
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LOFTUS. PC. M.PLowestoft (1934-35) Author 
of A Main Cause of Unemployment. Pitmans 
1932.,(Indictment of our Foreign 
Investments); Condemns waste of 
£3,000,000,000 exported abroad. and 
politicians supported by orthodox economic 
thinking and the City of London; On President 
Hoover and 100 years of International Finance, 
and the coming economic storm; his 
indictment of “legalised robbery”; Mosley’s 
similar conclusions to Loftus; 1936. Four years 
after the publication of his book, Keynes 
publishes his General Theory; His indictment 
of our foreign earnings., 41-45; FOREIGN 
AID: The Report, by Jan Tumlir - GAAT 
Director of Economic Research - in the 
National Westminster Quarterly Review 
August 1983: Entitled - The World Economy 
Today: Crisis or a New Beginning? States: “...for 
an economist...remedies that make sense are 
beyond his means...the threat to democratic 
constitutions can no _ longer be 
overlooked...Democracy is after all only a 
political method of accommodating change 
without revolution.,156; He furcher states that 
some of the vast debts will have to written-off 
and or purchased by public authorities...Rather 
suddenly the creditor societies find themselves 
poorer...what they considered wealth held 
abroad, their foreign investments, now turn out 
to have been foreign aid”.,156; Which is 
precisely the case made by Mr.P.C.Loftus, MP, 
in his book in 1932 entitled: “A Main Cause of 
Unemployment, subtitled ‘An Indictment of 
our Foreign Investment., 156; fears chat the bail- 
out of foreigners and imprudent national banks 
will be passed into law surreptitiously., 156-157 

LLOYD-GEORGE, DAVID. Suspends Bank 
Charter Act in August 1914, to prevent a run 
on the banks following the suspension of the 
Gold Standard. Issues ‘Bradbury’ Treasury 
Notes to quell panic.,94 

Lloyds Bank Review: A.B.Cramp’s criticism of the 
“old orthodox” view of money supply, October 
1967.,128 

London School of Economics (LSE) 

Lubbock. Cecil Lubbock.,101 

LUTHER, MARTIN, demolishes cannon law and 
separates money from morality., 19, 71 


MAASTRICHT, the Maastricht formula will 
require a further £25 billion in Public Sector 
Cuts to meet its 3% capping of G.D.P. (See 
also Delors above)., 62 

MacMillan Committee Members. The Re.Hon. 
M.P. Macmillan.K.C., Sir Thomas Allen; Mr 
Ernest Bevin; Lord Bradbury; R.M.Brand 
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C.M.G; Professor T.E.Gregory,D.Sc; John 
Maynard Keynes.C.B; Lennox B.Lee; Cecil 
Lubbock; Rt.Hon. Reginald McKenna; 
J.T. Walton-Newbold; Sir Walter Raine; 
J.Frater-Taylor; A.A.G. Tulloch; 101-102 

MACMILLAN REPORT, ON FINANCE AND 
INDUSTRY. Named after its Chairman The 
Rt.Hon. M.P. Macmillan.K.C., it was officially 
known as the Committee on Finance and 
Industry; it was presented to parliament in June 
1931. See pages 58-63 and 101-113; More 
revealing that its successor, the Radcliffe Report 
in 1959; but, it never tackled the real problem: 
“private, bank-created debt”; Domestic 
Currency Management of.,108; Speaks of 
“Non-monetary causes of instability”, while 
ignoring the real, monetary reasons.,109; C.FI. 
(Macmillan Report) findings and conclusions: 
“the all-important part played by the private 
banking system in their- ‘desire for profits’,109; 
More goods than money.,110; Macmillan 
Committee proposals to meet debt emergency. 
One of the rare instances where the Report 
shows the benefits that ‘real’ free-trade could 
bring.,111; Debtor Countries. “if a creditor 
country is disinclined to lend;. The task is 
double;... The decline of new enterprise..” etc. 
Reports findings.,111; “The Principles of the 
Fiduciary Issue”. Findings of The 
Committee.,111; Resources of the Bank of 
England. Its relations with other City 
institutions and their overall deleterious effect 
on British Industry., 111-12; The folly of using 
‘precarious’ short-term foreign funds for long- 
term projects.,112; in spite of natures bounty, 
all efforts to combat the ewin evils of inflation 
and deflation will be of no avail.,112; “remedial 
action by the money machine itself”.,112; “Not 
once during this wide ranging probe into 
Finance and Industry was the private banking 
systems privilege of creating the nation’s 
money-supply encumbered with unnecessary 
interest charges seriously discussed.”.,112; In 
addition to Bradbury's 14 pages of Dissent, a 
further 72 pages of Reservations were submitted 
by 9 other members of the Committee, giving: 
“a more revealing picture of the causes...of 
Britain’s economic problems.”.,112-113; Ref. 
to Para 222. Which points out that under the 
present system of ER.B. i.e., Fractional 
Reserve Banking, banks find themselves free 
to increase their own assets by nine or ten 
times the amount they actually possess in 
liquid deposits, i.e., 9 or 10 to 1. In any other 
situation this would be classed as fraud and 
insolvency., 107. 

M&G Property Bonds.,141 
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Managed Currencies: “Most abjectly the nations 
had subjected their own monetary policies to 
the lead of the Federal Reserve Board. The 
dollar was a managed currency, and how 
managed?”.,154 

Mandelson’s, Peter, 23 

Maniacal Dreams: Where is this maniacal dream 
of international finance leading us.,142; The 
antithesis of Adam Smith's ideas and those of 
John Maynard keynes.,142 

Manipulators of money., 80, 81; involved in 
mergers, takeovers, property bonds and unit- 
trusts, etc., 74 

Mardon Packaging bought by BAT Industries 
(British American Tobacco) 

MARGINAL EFFICIENCY OF CAPITAL, THE: 
i.e., the marginal efficiency of physical capital 
or minimum profitability of money employed 
in production, i.e., plant and machinery etc., 
65; Keynes elegant definition. The proof that 
the only people to benefit from reducing the 
rate of inflation are those who hold, or own, 
our National Debrc.,153; Nor until the 
authorities realise that high incerest rates are in 
conflict with ‘the marginal efficiency of capital’ 
will industry and the taxpayer be liberated from 
enriching the money-capitalist at their 
expense., 156 

MARKET CONCENTRATION. Green Paper 
(Cmnd 7198) shows that due to monopolies 
and mergers. The five largest firms produce 
90% more of the domestic net output in 25% 
of all individual product groups.,150; The 
Green Paper shows that eliminating hundreds 
of firms in order to increase overall efficiency 
is an illusion. Its real aim is that of eliminating 
competition.,151 

MARKET FORCES. Leader of the Tory Party., 
Prime Minister. In 1979 she dedicated the Party 
to return to ‘market forces’ or ‘Margaret forces’. 
Advocates monetarist policies which call for the 
choking off of bank borrowings by the blunt 
instrument of high interest rates with 1930's 
style unemployment its predictable and 
inevitable result.,153 

Marks, Lord.,123 

Marks & Spencer.,123 

Marshall Plan. Gave $13 billion dollars worth of 
goods to Europe. Keynes plan would have been 
better.,121 

Maryland, had its own interest free money., 79 

MARX, KARL, recognised the difference between 
wealth-producing and wealth-destroying 
capitalism, 23, 51-52; His identification of the 
plight of workers; his differentiation between 
the “Money-Capitalist? and the “Worker- 
Capitalist” or “Industrial-Capitalist”.,91; saved 
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from his teachings; his foresight regarding 
uncontrollable monopolies, such as Multi- 
Nationals.,146; His failure to identify the 
“Fourth Class”.,147 See also Chapter 3. 

Marxist-Socialism. Why it must always fail.,116 

Masses, who toiled to create the real-wealth were 
sadly not to benefit from their wealth creating 
efforts and skills. 

Maxwell. Robert: The powers behind him; the 
Maxwell-Steinberg saga...a blessing in disguise?, 
140 

May Committee Report, recommends stringent 
economy cuts, accepted by Macdonald, 
Snowden et al; supported by Liberals and 
Tories., 101 

Mayer. Andre Mayer of New York, dominated the 
London and Paris branches of Lazards.,125 

Mayer. Martin Mayer’s ‘The Bankers’ published by 
Weywright & Talley, New York 1975. Contains 
the finest exposition the damage done to the 
world economy by the Eurodollar. Spells out 
the dire penalties chat await a world awash wich 
interest bearing bonds.,136; “The two great 
interrelated pathologies...desperate inflation 
and ruinously high interest rates”.,136 

McFADDEN, LOUIS. Outspoken United States 
Congressman. Who, for twelve years, was 
Chairman of the House Banking and Currency 
Committee. The author of - Indictment of the 
Federal Reserve System. In which he describes 
how “Every effort has been made by the Fed to 
conceal its power.”.,93; In the pantheon of 
‘forgotten men’. His attempted to alert the 
people to the iniquity of the present banking 
system. How it robs them through taxation. 
His statement to House of Representatives 
about the Federal Reserve Banking System, 13/ 
1/1932. Which opened: “We have in this 
country one of the most corrupt institutions 
the world has ever known. Private credit 
monopolies which prey upon the people... 
speculators and swindlers, and rich predatory 
money lenders...the Federal Reserve Board has 
usurped the government of the United States. 
Ic controls everything here and it controls now 
all our foreign relations. It makes and breaks 
governments at will... The member banks of the 
Fed were deceitfully and disloyally foisted upon 
this country by bankers who came here from 
Europe.”.,113; His warnings unheeded by 
Congress & Senate and the American 
Press.,114; tells Congress about the sale of 
60,000 houses and farms in a single day. Plus 
71,000 houses and farms in Oakland 
Counry.,114 

McKenna. Rt.Hon.Reginald McKenna.,101 
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McNamara. Robert McNamara, President of the 
World Bank. Warns of third world deficit at 
$61 billion four- fifths of fresh loans used to 
finance existing debts.,135 

Means of Exchange. Captain Henry Kirby, MP. His 
House of Commons Motions on the 14th of 
January, and the 22 December, 1964. “On The 
Emission of All Means of Exchange”.,132 

Merchant Bankers, c.1821., found it more 
proficable dealing in paper instruments than 
real-wealth., 81; start to create ‘Bills’ of 
Exchange based on property not wealth., 81; 
their ever fertile mind in paper money schemes., 
81; “Peculiar”.,102; their part in takeovers., 
140 

MERGERS.,136; unless stopped, armed with an 
inexhaustible supply of money supplied by 
banks, financial operators will eventually 
control all the nation’s production.... “the 
Labour government actively encouraged this 
trend...which means super-capitalism leading 
to the ultimate imposition of 
monopolies.”.,138; The Urge To Merge., 142; 
the “urge to merge”.,142; the great European 
take-over of the USA.,142; where is this 
maniacal dream of international finance leading 
us.,142 “More to mergers than sticking bits 
together” Daily Telegraph 8/2/80.,151; Fears 
that under the guise of greater efficiency ‘free 
enterprise’ will be driven into the hands of the 
banks.,151 

Merger Mania, by William Davis. asks on behalf of 
trades unionists: “if this sort of money can be 
made by producing nothing, what should our 
fair share be considering we produce the real 
wealth?”.,136; Two plus two make five.,137; 
nowhere does he mention or hint at those with 
the power and privilege to “create money”., 140; 
“today’s heroes” and the quickest way to the 
top.,140; on the Maxwell-Steinberg saga.,140; 
the need for a Securities and Exchange 
Commission.,140; Possible super-mergers 
between British, French and German electronic 
companies. An invasion of che U.S. 
Markec.,142 

Merratt and Sykes opposed by Godley and 
Woods.,148 

Military Marks. Reluctance to give Russia plates to 
print Allied Military Marks. Morganthau 
however dispatches a set to Moscow. As a result 
vast quantities printed with the objective of 
destroying Eastern Europe by massive inflation; 
particularly in Albania, Bulgaria and 
Hungary.,121 

Mill-stone of bank created indebtedness.,116 

Misuse of money by banking system., 80; 1860 a 


new disaster, creation of new-money by cheque; 
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ive., Lethal Tender - Cheque money., 83 

M.L.R. (Minimum Lending Rate), pushed to 
record levels in order to enhance the profit levels 
of those who create and lend money., 134 

MONEY, its three main functions - as a medium 
of exchange, a measure of value, and a store of 
value., 59; It must be spent into existence free 
of interest., 60-61; Legal Tender notes and 
coins., (MO) 59; Quantity theory, origins of., 
81; “out of nothing”.,94; Islamic Concepts see 
35-36 

Money-Changers “unscrupulous”.,118 

Money Creators. The virtual impossibility of 
controlling the money-creating activities of the 
private bankers. How they circumvented all the 
Bank Act restrictions of 1844 by the use of 
cheque-money.,86, 126 

Money. Fictitious: City Editors, and politicians 
avert their eyes from banker’s fictitious 
money.,139 

Money-Grabbing.,139 

Money-lenders (usurious/unscrupulous). The need 
for them to be driven “from the temples of 
international finance”. 118 

Money: people, plagued by its dangerous 
instabiliry.,113 

Money-supply; Its supply must be kept in 
equilibrium with GNP and other factors., 109; 
1860 a new disaster, creation of new-money 
by cheque., 87; Lethal Tender - Cheque money., 
86; Should be sole responsibility of the State, 
proved by Lincoln and Ricardo., 27-28; people, 
plagued by its dangerous instability.,112; see 
Appendix., 387 

Money, Manipulators of., 80 

MONEY MISUSE.,123, 131; its reckless 
expansion.,139; cheap money and inflating 
prices.”.,140; Its contribution to Banking 
Failures due to the unstable nature of the 
western, fractional reserve, banking system. 
Where money is diverted from its primary 
function as a means of exchanging real-wealth 
and services between individuals and nations 
to become a commodity to be traded on the 
world’s markets.,160; Illustrated by its need to 
intervene over situations caused by cases such 
as Johnson Mathey (Bullion dealers and “third 
class bankers”)., 160-161. With bad loans of 
c.£320,000,000 as with Continental Illinois in 
the United States, the Bank of England felt 
compelled to step in to save the entire banking 
house of cards form imminent collapse.,160- 
161; Should it have been saved? “it was 
necessary. Its failure...would have placed the 
whole of the City in a dangerous 
situation.”.,160 
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Money out of nothing and at little cost.,128; 
inexhaustible supply., 107, 137 

Money: Putting a value on it - Richard Body.M.P 
“Putting A Value On Money” - Sunday 
Telegraph 18/6/72: “The more that is put into 
circulation the less valuable it becomes.,141 

Money-Reformers: Contend that people, will 
continue to be plagued by money’s dangerous 
instability until all money comes into existence 
as a debt-free currency, as envisaged by David 
Ricardo.,113 

Money-Supply: A.B.Cramp’s criticism of the “old 
orthodox” view of money supply, in Lloyds 
bank Review, October 1967. Group of Ten: 
“faced with alarming growth of Euro- 
Currency”, (from 1959 to June 1971 it jumped 
from $1billion to $66 billion equal to the total 
money supply of France)”.,128 

Monetarism “Is not enough”.,153 

Monetarists., 84, Margaret Thatcher, leader of the 
Tory Party., Prime Minister. In 1979 she 
dedicated the Party to return to ‘market forces’ 
or ‘Margaret forces’. Advocates monetarist 
policies which call for the choking off of bank 
borrowings by the blunt instrument of high 
interest rates with unemployment its 
predictable result.,153 

Monetary Collapse In the 1980's debtor countries 
became more bogged down with the interest 
on unproductive, unrepayable debt which 
threatened a world monetary collapse .,154 

‘Monetary Crank’. Levelled at anyone - regardless 
of the merits of their argument who propose 
changes to che present fractional reserve, 
interest based system.,101 

Monetary System. Nothing more important than - 
“that the world should achieve a sound, 
scientific Monetary system” so its must be 
regulated.,110 

Monopolies Commission Report on credit 
cards.,145; Set up in 1948.,150; GREEN 
PAPER: Review of the Monopolies & Merger 
Policy (Cmnd 7198). Government concerns 
about the way Mergers affect general 
competetiveness. Concerns shared by Common 
Market Counteies, Canada, and Australia.,150 

MORGANTHAU, JNR. HENRY: Secretary of the 
Uniced States Treasury, 1939: Morganchau was 
convinced that lasting world peace could not 
be achieved without removing the power from 
Wall St. and. the City of London., 118; New 
Deal/Dealers. Morganthau and Roosevelt 
advocate the control of international finance 
by sovereign governments.,119; 1945: 
Morganthau sought virtual destruction of 
Germany. Finds an ally in Harry Dexter 
White.,120; Reluctance to give Russia plates 
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to print Allied Military Marks. Morganthau 
however dispatches a set to Moscow. As a result 
vast quantities printed with the objective of 
destroying Eastern Europe by massive inflation; 
particularly in Albania, Bulgaria and 
Hungary.,121 

Mosley, Sir Oswald (Ernald) 1896-1980. English 
politician, founder of the British Union of 
Fascists. Entered parliament at a Conservative 
in 1918 and switched to the Labour Party in 
1924, Junior minister in 1929. Resigned in 
1930 when his economic policies to overcome 
the Depression were rejected. In 1932 he 
founded the New Party, and a year later the 
British Union of Fascists. Married his second 
wife Diana Mitford, then Guinness, both 
interned in 1940-43. His concept of the 
corporate state.,99; His resignation speech in 
1930; his condemnation of the ‘fecish of the 
export trade’.,100; One of the few to see that a 
new approach was needed to combat 
unemployment.,101 

Mortgage. Comprised of two Norman French 
words: Mort as in death, Gage as in grip: i.e., 
Death-Grip.,139 

Muhammad, Prophet, implements the Quranic 
prohibition of interest/usury, and establishes 
the first ethically driven market. Caliph Abdul 
Malik creates pure silver coinage which 
flourished until 1492. AD., 70 

Multi Directorships contribute to the problems 
outlined in the Review of the Monopolies & 
Merger Policy (Cmnd 7198). and 
governmental concerns about the way Mergers 
affect general competitiveness. Concerns shared 
by Common Market Countries, Canada, and 
Australia.,150 

Multi-National Groups. No hope of governments 
controlling their activities, until inquiries are 
made into the part played by the banking 
system in their need to dominate world 
markets.,124 

Mr ‘X’ . The true story of his unsolicited loan to 
buy War-Loans. 49 

N 

Naked Capitalist. The. by W.Skousen. A review of 
Carroll Quigley's ‘Tragedy & Hope’. Which 
demonstrates how international financiers 
operate very differently from ordinary bankers. 
They are (1) Cosmopolitan. (2) particularly 
interested with government debts. (3) all 
equally devoted to secrecy and view all 
politicians as “too weak and too susceptible to 
temporary popular pressure to be trusted with 
the control of the money system.”,114-15 

Napoleon Bonaparte. His conversion to Islam in 
1798. “I hope that the time is not far off when I 
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will gather all the wise and educated men, and 
establish a uniform regime, based on the Qur'an, 

which alone is true, and alone can lead men to 

happiness — Christianity teaches only servitude and 
dependence” — Found in the correspondences of 
Napoleon — Napoleon etl’ Islam by Christian 

Cherfills - 1914 . His taking of the name Ali 

Bonaparte as his Muslim name and adopting 

the Figh (Jurisprudence) of Imam Malik — 

which still constitutes 94% of his Civil Code 
and, consequently, remain the basis for the 

existing laws of France — which ultimately led 

him to abolish interest in her empire. Having 

been shown the debt of France he remarked: 

“The deadly facts herein reveal, that it is amazing 
that this monster interest has not devoured all 
humanity. It would have done so long ago, had 
not bankruptcy and revolution acted as counter 
poisons”. With him the real significance and 

implications of the Norman French word mort- 

gage was certainly not lost on him Mort - as in 

Death _ Gage as in Grip = i.e. DeathGrip. In 

1809, Rabbi Sinzheim of the Great Sanhedrin 

agreed with him to abandon their practice of 
usury on the understanding that they would 

be liberated from the control of the Lateran 

Council which constrained them to the “sinful” 

activities of money lending at interest and 

permitting them to participate in trading 

activities ~ The Lateran Council's design was 

to make the sin of usury fall on the Jews rather 

than on Christians. In 1809, the Sanhedrin 

struck a medal in Napoleon's honour for their 
liberation. 

On the 9th of February, 1807, Rabbi David 

Sinzheim, together with forty-six other rabbis 

and twenty-five laymen assembled in the Hotel 

de Ville, and confirmed the decision of its 

parent. As previously mentioned, it is 

important to remember that: the ‘Code 

Napoleon,’ which had the practical effect of 
helping to emancipate the Jews of Europe is 

almost entirely Islamic. Furthermore, there can 

be litele doubt that the 600 year Islamic period 

in Spain, which the Jews call their “Golden 

Period”, in which Jews, Christians and Muslims 

lived quite harmoniously, can be attributed to 

an absence of interest in the economy. Though 

“Conflict is ever the companion of interest” but 
people are encouraged to have short memories. 


Napoleonic War, the money creating excesses of., 79; 


By 1914, the National Debt had risen to 
£700,000,000, mainly as a result of bank 
borrowings for the Napoleonic War and a whole 
series of wars during the 19th century.,94; The 
French refer to the wars with England as - guer 
de usury — wars of or over usury. His alliance with 
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India’s Tipoo Sultan/Tipu Sahib to get the 
English Usurers out of India in order to revive 
genuine free trade which was stifling - “under 
the Iron yoke of England.” — which it exercised in 
order to maintain its positive balance of trade at 
the expense of everyone else because it too was 
strangled by usury, interest or sood as it is referred 
to in India. 
LETTER FROM NAPOLEON 
BONAPARTE TO TIPOO-SAHIB (1). 
Correspondence No. 3901. - To Tippoo-Sahib. 
“You have already been informed of my arrival 
on the shores of the Red Sea, with a huge and 
invincible army, filled with the desire to free you 
from the iron yoke of England. I am anxious to 
let you know of my desire to have from you, via 
Mascate (Muscat) and Moka (Mocha), news of 
your present political situation. I would even 
appreciate your managing to send to Suez, or to 
Greater Cairo, some able man who had your 
confidence, and with whom I could confer.” 

National Bank of America destroyed: Paper-Money- 
Bankers: their success in destroying the 
National Bank of America.,135 

National Bank of England/Britain. David Ricardo’s 
finding, that the nation’s currency should be 
issued free of debt and interest payments.,117, 
169: See Appendices for the full published 
document of 1823/4 

National Bank.,134, 169 

NATIONAL DEBT: (i.c., PSBR) Term used for 
money owing by the state. Since the founding 
of Britain’s National Debt in 1694, her people 
have paid, and lost billions upon billions in 
interest payments to service the loans to 
William of Orange. £1.2 million is now 
£200,000,000,000 the average service charge 
is in the region of £18/20,000,000,000. (more 
than the combined amounts spent on housing 
and education in 1991-92) and rising., 50; 106; 
Since W.W.II Labour and Conservative 
governments have increased it four-fold, 57; 
The South Sea Company/Bubble, disastrous 
scheme established to take over the National/ 
State Debt as sole creditor in 1720; At the 
beginning of World War I, the National Debt 
stood at £700,000,000 at the end it amounted 
to £6,000,000,000; How Germany, Austria, 
Hungary, France, Belgium and Italy obtained 
relief.,106; During August 1984, Jaques De 
Larosier, Manager of the IME, gave out dire 
warnings about self-feeding government deficits 
which threaten world wide instability. He 
further adds that from 1974 to 1983 public 
debt, as a percentage of national output of the 
7 largest industrial countries, had risen from 
22% to 41%. In their attempts to avoid cutting 
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spending or increasing direct taxation the 
orthodox response of governments is to sell 
more securities (rather than to extend MO) 
which ultimately adds to their national 
debts.,159; in 1983, interest payments by the 
7 leading industrial nations accounted for 4% 
of their entire national output.,159; By 1983, 
14% ofall government spending by the United 
States, Canada, Japan and Italy went to service 
their respective nacional debts.,159 

NATIONAL DEBT LOSSES TO THE 
COUNTRY. If the Bank of England had been 
completely Nationalised in 1945, by 1989, the 
United Kingdom, excluding the Channel 
Islands of Guernsey and Jersey, would have 
saved, £125,000,000,000 (£125 billion) in 
taxation to pay the interest., 60 

National Debt Redemption Fund: This consists of 
voluntary gifts such as £500,000 from the estate 
of Hon. Elsie Mackay. (source Modern 
Encyclopedia). 

National Credit.,134 

National Group of Unit Trusts.,141 

National Government 1931.,101; The Times book 
of thar title, 1975.,101 

National Investment Board, set up to mobilise 
capital resources.,101; the idea found its way 
into Keynes General Theory four years later., 
101 

National Westminster Bank. Quarterly Review, 
August 1973, “The Importance of being 
Confident”, dangers facing Western democracy, 
Benign neglect of the United States, Dollar 
unwanted, etc., 54, 156 

Nationalization of the Bank of England. Was only 
nominal, as this ‘private’ bank only serves a 
subsidiary purpose., 132 

Nawawi. Sheikh Hassuna al-Nawawi. Deposed as 
the Rector of al-Azhar University and Grand 
Mufti of Egypt for his opposition to the 
introduction of ‘interest’ by Sir Evelyn Baring, 
the Ist Lord Cromer (1841-1917)., Banker, and 
British Diplomat, who as British comptroller 
of Egypt from 1883-1907, did much to 
undermine Islam's prohibition of ‘Riba’/ 
Interest, by appointing Sheikh Muhammad 
‘Abduh - (a man he described in his ‘Modern 
Egypt’, as an agnostic) - to position as Grand 
Mufti, to replace Sheikh/Shaikh Hassuna al- 
Nawawi; who had, “rendered himself especially 
conspicuous”, as Cromer put it in despatch No 
108, from Cairo, on June 13th, 1899: “by the 
violence of his expressions and his discourteous 
attitude towards the Ministers”. This followed 
a directive to Sheikh al-Nawawi, then the acting 
Mufti, to impose interest on religious court 
settlements, contrary to shari’a (Islamic) Law. 
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Near-Money instruments., 130 

NEO-KEYNSIANS ignore his diagnosis., 148 

Nero brings about serious debasement., 70 

Newbold: J.T.Walton-Newbold.,102 

New Deal/Dealers. Morganthau and Roosevelt 
advocate control of international finance by 
sovereign governments.,118-119; 1945: 
Morganthau sought virtual destruction of 
Germany. Finds an ally in Harry Dexter White., 
120; Reluctance to give Russia plates to print 
Allied Military Marks. Morganthau however 
dispatches a set to Moscow. As a result vast 
quantities printed with the objective of 
destroying Eastern Europe by massive inflation; 
particularly in Albania, Bulgaria and 
Hungary.,121 

New Jersey, had its own interest free money., 79 

New Money creation, increase during first half of 
1971, £5,000,000,000, equal to 30% p.a., 78; 
William Paterson points out (1729), that they 
had created £3,805,000 of “new money out of 
nothing” on which they drew interest., 79; 
Redemption by gold did not limit their money 
creating habits, they still created booms and 
slumps., 79; “Advantage always in favour of the 
issuers of paper” David Ricardo.,110 

New Statesman & Society, (19/2/1993) publishes 
Brian Gould’s statement on “full employment 
and a decent home for all”.,58 

News of The World. The battle for its control in 
1968.,140 

NEW WORLD ORDER. Dr.Carroll Quigley, 
“assures us that a type of global power is on the 
verge of becoming a total reality ushering A 
New World Order.”.,114; “The Naked 
Capitalist. A review of Carroll Quigley’s 
‘Tragedy & Hope’, by W.Skousen, 
demonstrates how international financiers 
operate very differently from ordinary bankers. 
Which he says are (1) Cosmopolitan. (2) 
particularly interested with government debts. 
(3) all equally devoted to secrecy and view all 
politicians as “too weak and too susceptible to 
temporary popular pressure to be trusted with 
the control of the money system.”.,115 

New York, had its own interest free money., 79 

NIGHTMARE. 1983. The United States 
nightmare of government debt interest rising 
by $20,000,000,000 per annum.,159 

Nikkei. The Nikkei average is used to measure the 
performance of the Japanese stock market. 

Nonsense, Classical: 160 years of nonsensical 
economic and monetary policies., 80 

NORMAN, MONTAGU, the legendary, 
Occultist, long term Governor of the Bank of 
England. Largely responsible for German 
rearmament, supporter of Hitler and Nazism. 
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Who said of those who tried to get straight 
answers out of him and his staff ... “The dogs 
may bark, but the caravan marches on”. 
Installed as Governor in 1920. He believed in 
a return to the gold-standard. His insistence 
on repaying Britain's war debt of £900,000,000 
helped fuel speculation fever in the U.S. which 
led to the Great Depression. Achieving 
Norman's main objective - the massive transfer 
of wealth to the rich causing unemployment., 
78; Resorts to bankers cure-all...higher interest 
rates.,96; as the world’s most powerful Central 
Banker, primarily responsible for breakdown 
in world trade in the 1930's, the instability in 
Europe and World War 2.,96 

North Sea Oil and Gas.,57 

Notes, quantity used, quantity theory of money., 81 

Nuffield, Lord.,123 

oO 

Obama, President, 440 

OCTOBER CRASH OF 1987, The., 78 

OLDHAM ESTATES. “Investing £1,000 in 
Oldham Estates, Stock Conversion and Crown 
Mines 20 years ago would have given him a 
capital value of £250,000 today...”.,136-37 

O.P.E.C. (Organization of Oil Exporting 
Countries). Their lack of responsibility.,135; 
RECESSION. In 1979 we were being told that 
the severe recession was due to the four-fold 
increase in oil prices. However, this was a lie, it 
was the effect not the cause. Like most, if not 
all its predecessors - the recession was due to 
the reckless lending policies of the world’s 
banking system which forced the oil producing 
countries to raise their prices to bring them in 
line and compensate for the currencies devalued 
by the actions of the banks.,153 

ORWELL, GEORGE. 1984.,124 

Osborne, George, 23, 36 

OTTAWA CONFERENCE 1932.,119 

OVEREND, GUERNEY & CO, bailed out to 
prevent panic c.1866.,91 

OVERSEAS DEBT: In 1970 it amounted to 
£1,611,000,000. Caused primarily by 
exporting on credit.,143 

P 

PALMERTON, KENNETH C. Institute For 
Rational Economics. Christian Council for 
Monetary Justice., Chairman of the ‘City Think 
Tank’ Liberal-Democrats ‘Chard Group’.,170 

PAPER FORTUNES: “The Bank of England had 
to stand helplessly by while the money it was 
creating flowed into property and stock- 
exchange dealing...New paper fortunes have 
been made”.,139 

PAPER MONEY, dangers of unregulated issue, 
warnings by Locke, Paterson and Ricardo, 53; 
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Paper illusion begins in 1676., 73; “Advantage 
always in favour of the issuers of paper” David 
Ricardo.,53, 110; its ever increasing flow, brings 
heavier burdens of interest.,124 

“Paper-Money Bankers”, their success in destroying 
the National Bank of America.,89 

PAPER SUBSTITUTES: Have concentrated 
power and control over natural producer- 
capitalism in the hands of the money- 
capitalist.,160 

‘PAPER- WEALTH’ SCHEMES, always doomed 
to failure., 81 

PARLIAMENT. The tacit admission that the 
country is not governed by Parliament but an 
oligarchy which concentrates real power in the 
hands of unelected bankers., 122-123 

PARLIAMENTARIANS who failed to get answers 
to their questions related to Banking and The 
Bank of England: Park. Race. Cohen. Darling. 
Vaz., 76-78 

PARLIAMENTARY MOTION, in 1964, to have 
returned to her Majesty the Queen, the power 
to issue our money., 132 

PATERSON, WILLIAM, founder of the Bank of 
England; “The bank...hach benefit on all 
monies it creates out of nothing.”., 74; In the 
same category as Smith, Ricardo, Marx, 
Kitson, Soddy, Keynes, and Galbraith., 74; 
His “The necessity of reducing interest on 
money to 3% or less”., 75; Paterson's letter to 
John Locke, on the diseases incident to coin., 
75; on the importance of redeeming the 
National Debt and his advice to Walpole in 
1717 on establishing the great sinking fund., 
75; The Life and Writings of William Paterson, 
pressmark 10817.¢.8, British Museum., 75; the 
past 300 years of man’s monetary tribulation 
traced back to his founding of the Bank of 
England in 1694.,169 

PATHOLOGIES.” The two great interrelated 
pachologies...desperate inflation and ruinously 
high interest rates”.,136 

PATMAN. CONGRESSMAN WRIGHT 
PATMAN. “Under the Constitution it is the 
[sole] right of Congress to create 
money...[however]...Congress has farmed. out 
this power - has let it to the banking system.,136 

PANDORAS BOX.,131 

PEELS BANK CHARTER ACT OF 1844. The 
19th century source of 20th century 
misfortunes, 8; Torrent’s preference for 
Ricardo’s solution., 85; In spite the Currency 
School’s hopes for The Bank Charter Act, it 
did not prevent monetary disorders, as the Bank 
of England proved to be above control., 85; 
Supplants 1763 Act, contrary to the Currency 
School’s beliefs., 86; Instead of limiting the 
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Banks power it increased them ten-fold., 87; 
By 1847 the Bank of England was in trouble 
again.,87; 1857 Yet another crisis., 87; 1860 a 
new disaster, creation of new-money by 
cheque., 87 

PENNSYLVANIA, WHEN IT HAD ITS OWN 
INTEREST FREE MONEY., 79 

PERROT. H.ROSS.,93 

PETRODOLLARS. Arab States deposited $50 
billion dollars with Western nations in 
1979.,135 

PIDCOCK. David. M. Born 21/8/1942. Sheffield, 
England. Machinery Consultant and writer. 
Co-founder of the National Association of 
Victims of Fraud and Banking Malpractice., 
Leader of the Islamic Party of Britain., and a 
Director of The Institute for Rational 
Economics. Author of ‘Satanic Voices Ancient 
and Modern’. Islamic Party candidate in 
Bradford North by-election in 1990. 
Discovered that approximately 75% of every 
pound collected in poll-tax was lost through 
interest charges.,138 

PIGOU, PROFESSOR, ref. his: ‘Economics of 
Welfare’ his condemnation of exporting on 
credit, 42 

PLATO, “usury divides society against itself”., 72 

POLAND’S SOLIDARITY MOVEMENT.,116 

POLITICIANS AND DIRECTORS OF BANKS: 
Edward Heath, James Callaghan, Jeremy 
Thorpe, and George Thomas., 137 

POLL TAX. D.M.Pidcock, the Islamic Party 
candidate in the Bradford North by-election 
in 1990, discovered that approximately 75% 
of every pound collected in poll-tax was 
squandered by local councils in interest 
charges.,138 

POWELL, ENOCH, M.P, dedicated Monetarist, 
blames government for inflation, 52, 54; States 
that:” Inflation led to the disruption of society 
by setting one section in antagonism to 
another”.9/6/ 1972.,139; “Coming on top of 
the speech in which Mr.Campbell Adamson 
C.B.I. Director-General, showed sympathy 
with the trade unions caught in an inflationary 
spiral, Mr. Powell’s arguments will give 
Ministers cause for anxious thought.” Daily 
Telegraph. 10/6/72.,139 

POWER. Great power lies in the creation of money 
both Ricardo and Keynes concluded that 
interest rates should be set at zero, or near 
zero. 145 

POWERS BEHIND THE THRONES of: 
Murdoch, Maxwell, and Steinberg, i-e., 
Hambros, Rothschild, Flemings and 
Brandt.,140 

PRICE. A fall in marker price.,105; “Obviously the 
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general price level must be governed by the 
volume of purchasing power directed to the 
buying of current output...”, 107 

PRICES & INCOMES POLICY: Brings increasing 
bitterness from the creators of new wealth.,139 

PRINCIPLES OF THE FIDUCIARY ISSUE.,111 

PRODUCER-CAPITALISM. Natural, productive 
activities. Even Marx recognised in Vol.III of 
Das Kapital, that workers were also capitalists, 
i.e., producers of real-wealch. On the other 
hand, rentier or money- capitalism was, and is 
parasitical and must be recognised as being 
critical or curcial if we are to be saved from 
Marxist Socialism.,133 

PROFITS, Sharply falling.,105; The Committee on 
Finance and Industry, i.e., the Macmillan 
Report findings and conclusions: “the all- 
important part played by the private banking 
system in their- ‘desire for profits’”.,110 

PROMETHEUS.,131 

PROPHETIC OPINIONS expressed by Merratt 
and Sykes opposed by Godley and Woods.,148 

PS.B.R. A Euphemism for NATIONAL DEBT. 
Public Sector Borrowing Requirement. Money 
Borrowed rather than Created by the Treasury 
on behalf of the Government. The Term used 
for money owing by the state. 

PS.B.R. (NATIONAL DEBT) LOSSES TO A 
COUNTRY. If the Bank of England had been 
completely Nationalised in 1945, by 1989, the 
United Kingdom, excluding the Channel 
Islands of Guernsey and Jersey, would have 
saved, £125,000,000,000 (£125 billion) in 
taxation to pay the interest., 60; Since the 
founding of Britain’s National Debt in 1694, 
(in addition to the millions who have died and 
suffered as a result of it) her people have paid, 
and lost billions upon billions in interest 
payments to service the loans to William of 
Orange. £1.2 million is £200,000,000,000 the 
average service charge is in the region of £18/ 
20,000,000,000. (more than the combined 
amounts spent on housing and education in 
1991-92) [Editor's note by 1996 this had risen 
to circa £300,000,000,000].,22, 73 

PUBLIC SECTOR DEBT. Reaches 
£190,209,000,000, by 1991-92, 22, 23, 57 

PUBLIC WORKS LOANS BOARD. Control of 
loans by (PWLB)., 122 

PULAY, George, City editor of The Times, article 
on the formidable, collective power of Central 
Bankers 24/2/68., 45 

PUNITIVE TAXATION,., 94 


Q 


QUANTITY THEORY OF MONEY, origins of., 
81 
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QUEEN. HER MAJESTY the: Parliamentary 
Motion to have returned to her, the power to 
issue our money., 132 

QUEEN VICTORIA. Whilst on holiday in the 
South of France, she referred to Madame 
Rothschild as “The all powerful one”., Robert 
Powell. Radio 4. 29/7/1987. 

QUICKEST WAY TO THE TOP: By means of 
merger.,140 

QUIGLEY. DR. CARROLL. An ‘Elite Insider’ and 
Professor of history at Georgetown University. 
Washington D.C. His 1300 page study of the 
archives of the global financial establishment 
entitled Tragedy & Hope A History of the 
World In Our Time, sheds light on the secretive 
Bilderberg and Round -Table Groups, ‘the Elite 
Insiders’. His findings confirm that a world 
conspiracy of finance does exist - “far deeper 
than the Communist conspiracy”, which he 
later opposed.,114; Quigley “assures us that a 
type of global power is on the verge of becoming 
a cotal realicy ushering A New World 
Order.”.,114; “The Naked Capitalist. A review 
of Carroll Quigley’s ‘Tragedy & Hope’, by 
W.Skousen, demonstrates how international 
financiers operate very differently from 
ordinary bankers. Which he says are (1) 
Cosmopolitan. (2) particularly interested with 
government debts. (3) all equally devoted to 
secrecy and view all politicians as “too weak 
and too susceptible to temporary popular 
pressure to be trusted with the control of the 
money system.”.,115 

R 

RADCLIFFE REPORT (1959): Investigation into 
the workings of the Monetary System.,101; 
Para 521 foresees catastrophic slump.,101; Para 
522: Flooding the Market with credit: is 
unlikely to bring any quick escape from a slump 
- but bring on the opposite danger - “headlong 
inflation”. And describes how the restrictions 
on credit creation under the 1844 Bank Charter 
have been systematically evaded by the creation 
of cheque-money.,126; Bank Charter Act of 
1844: Its shortcomings according to the 
Radcliffe Report.,127; Fails, like its eminent 
predecessor, The Report on Finance and 
Industry, (The Macmillan Report) 
Cmd.3897,June 1931, by refusing to deal with 
the issues that bring about the twin evils of 
unemployment and_ inflation, by 
recommending an increased in the thing that 
causes them - bank created money.,127; Unlike 
the Macmillan Committee, the Radcliffe 
Committee, lacked anyone like Lord Bradbury, 
who seriously questioned the dubious nature 
of the present system of banking. ,127; the pity 
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that, someone like Robert Boothby, was not 
on the Committee.,127; shows how the 
Government was constantly trying to control 
the activities of the bankers; Bank of England’s 
evidence to the (Radcliffe) Committee, which 
proves that the high street banks, do create the 
money they lend, that ‘book entries’, by banks, 
are now accepted in the place of cash.,131; Why 
central authorities are unable to maintain a 
balanced economy.,131; Credit-Cards: 
According to the Radcliffe Committee, they act 
as notes and coins, allowing the control of the 
growth in the money supply: “to continually 
slip from under the grip of the authorities”, 
and, without being included in the M3 
definition of money supply.,132 

RAILWAY NETWORKS, 59 

RAILWAY WORKERS, like all produces of wealth 
offer a beneficial service. Unlike Bankers, who 
do neither. 

RAINE: SIR WALTER Raine.,102 

RATE OF INTEREST SET AT 2% by John 
Maynard Keynes: To stabilize costs and wages. 
The only way to maximise employment. would 
spell the euthanasia of the money lender and 
eliminate the artificial scarcity of capital.,147 

REAL-WEALTH, 59; i.e., producers of it are true 
capitalists, Produced from labour, and savings 
from wages, incomes, and profits.; its 
acquisition through induced bankruptcy; 
Unregulated currency dealings and interest - 
cause instability in the production of real 
wealth., 65-68 

RECESSION. In 1979 we were being told that the 
severe recession was due to the four-fold 
increase in oil prices. However, this was a lie, it 
was the effect not the cause. Like most, if not 
all its predecessors - the recession was due to 
the reckless lending policies of the world’s 
banking system which forced the oil producing 
countries to raise their prices to bring them in 
line and compensate for the currencies devalued 
by the actions of the banks.,153 

REFORMERS, such as Ricardo, Lincoln, Vickers, 
Kennedy and Keynes in spite of being proved 
right, in the quest to control Banks such as the 
Bank of England and the Federal Reserve have 
failed to save us from their insane policies and 
reckless ways., 79 

RENTIER (A RENTER OF MONEY A MONEY 
LENDER), Keyne’s desire to see - The 
Euthanasia of the Rentier and the end of the 
cumulative oppressive power of the Capitalist 
to exploit the scarcity value of capital., 167 

RESALE PRICES ACT of 1964 and the 
RESTRICTIVE TRADE PRACTICES ACT 
OF 1956 indicate that the uncompetitive state 
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‘of British Industry lies in the demoralising 

effects of heavy taxation derived from the 
National Debt.,150 

RESERVES. The bankers privilege of creating ten- 
cimes their cash reserves... “the most important 
question for the Clearing banks”., 46-48; (see 
also, Cash above). 

RESTORATION, 1660: However, little was 
restored but a figurehead king., 73 

RESTRICTIVE TRADE PRACTICES ACT OF 
1956 and the RESALE PRICES ACT of 1964: 
indicate that the uncompetitive state of British 
Industry lies in the demoralising effects of heavy 
taxation derived from the National Debt.,150 

RHODES-MILNER-STEAD (ANGLOPHILE- 
OLIGARCHY) Eventually the 
BILDERBERGERS. “There does exist...an 
Anglophile necwork ...which we may identify 
as the Round-Table Groups (which) has no 
aversion to co-operation with the Communists, 
or any other groups and frequently does so.” 
Ref.: Professor Carroll Quigley’s ‘Tragedy & 
Hope’.,115; No country that values its safety 
should allow what the Milner Group 
accomplished..”., 115; 

RICARDO, DAVID, 20, 24, 26, 27, 35, 40, 51, 
62, 70, 73, 74, 80, 85, 86, 90, 95, 110, 117, 
119, 126, 128, 145, 147, 169 

ROCKEFELLER, represented by Frank Vanderlip 
at ‘secret-meeting’ on Jekyl Island, in 1910, to 
set up the Federal Reserve Board., 94; John D. 
Rockefeller’s maxim “Competition is a 
sin”.,151 

ROOSEVELT. FREANKLIN DELANO. (1882- 
1945). U.S. statesman, Democratic president 
(1933-1945). Governor of New York 1928- 
1932. His New Dea! employed measures to aid 
employment, and to assist industrial and 
agricultural recovery from the Depression. The 
only U.S.President to be elected three times. 
Although, elected, on promises to reform the 
banking system, he was but a tool of the Federal 
Reserve System - ‘the most corrupt institution 
the world has ever known”., 114; In 1933, was 
elected as the result of the great monetary 
collapse on Wall Street.,116; his inauguration 
speech.,116; asks Congress for power to wage 
economic war.,116; his promise to control “the 
practices of unscrupulous money- 
changers”.,116; supporters of the ‘New Deal’ 
armed with Keynes analysis, were convinced 
that a new post war monetary authority would 
have to be set up. Morganthau was convinced 
that lasting world peace could not be achieved 
without removing the power from Wall St. and 
the City of London., 117; Keynes supports his 
decision.,117; New Deal/Dealers. Morganthau 


and Roosevelt advocate control international 
finance by sovereign governments.,118 


Rothschild, Nathaniel, 23 
ROTHSCHILD. THE HOUSE OF (House of the 


Red Shield originally Green Shield). Family of 
financiers. Founded in Frankfurt by Mayer 
Anselm Rothschild (1743-1812 ), made his 
fortune during the French campaign in 
Germany. The family separated on his death, 
and his five sons extended the business 
throughout Europe. Nathan Meyer (Mayer) 
Rothschild (1777-1836), came to London. His 
son Lionel (1808-1879), had a son called 
Nathaniel Meyer (1840-1915), who was made 
a baron in 1885., succeeded by his son , Lionel 
Walter (b.1868). Vienna bank of Rothschild 
collapses.,114; One of the powers behind the 
thrones of the takeover barons. 


ROTHSCHILD N.M. & SONS. As Frederick 


Morton states in his: ‘The Rothschilds - A 
Family Portrait’. “Napoleon was inventing 
imperial France. Corsican thunder rolled down 
the shores of Europe. But in Frankfurt another 
brand-new power reached beyond national 
borders. It marched on tip-toe, and not with 
hobnailed boots. Mayer Rothschild executed 
in total secrecy his first important loan 
operation involving a foreign state... Someone 
once said that the wealth of Rothschild consists 
of the bankruptcy of nations. There is more to 
it than that, of course. But certainly the family’s 
initial international coup took place in 1804, 
when the entire treasury of Denmark consisted 
of a deficit.” Readers Union. Secker & 
Warburg. London.1963. 


ROTHSCHILD N.M. & SONS LIMITED. 


Merchant Bankers. St. Swithins Lane., London 
EC4P 4DU. Its Chairman (1975-76) - Victor 
(Nathaniel Mayer) - The Lord Rothschild. Was 
Director General Policy Review Staff, Cabinet 
Office., during Edward Heath's period as Prime 
Minister (197 1-74). Member of MI5; Mossad, 
the KGB; identified as the Sth Man, along with 
the other spies Blunt, Philby, Burgess and 
McLean. The Daily Express, 15/10/1994 
described him as “Britain’s Greatest Traitor.” 
Norman Lamont, the former Chancellor of the 
Exchequer, has recently returned to work for 
N.M.Rothschild. Who have been responsible 
for the selling-off of huge segments of 
Industries.that were nationalised - for example 
British Petroleum, British Gas and the National 
Coal Board Financing R.J.Budge Mining on 
the one hand and funding Gas fired power 
stations on the other. 


Rothschild. Whilst on holiday in the South of 


France, Queen Victoria referred to Madame 
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Rothschild as “The all powerful one”., Robert 
Powell. Radio 4. 29/7/1987. 

ROUND-TABLE-GROUPS: The Rhodes-Milner- 
Stead-(Anglophile-Oligarchy), Bilderberg. 
“There does exist...an Anglophile network 
...which we may identify as the Round-Table 
Groups (which) has no aversion to co-operation 
with the Communists, or any other groups and 
frequently does so.” Ref.: Professor Carroll 
Quigley’s “Tragedy & Hope’.,114 

ROWE, SIR REGINALD, REF. HIS ‘ROOT OF 
ALL EVIL, 44 

RUSKIN, JOHN: Great Christian scholar and 
theologian. According to John Ruskin, On The 
Old Road, Vol.III., A Member of the British 
Parliament stood up and condemned ‘a loan 
without interest to be a monster, and a loan 
made below the current rate (of interest) to be 
a monster in its degree” 

RUSSIA: The Licencing of imports into 
Britain.,144 

S 

SAFE HAVENS OF INVESTMENT. ,138 

SAMUEL, SIR ARTHUR (Con) MP(formerly 
Parliamentary Secretary to the Treasury) 
pointing out that during the 60 years prior to 
1914 Britain invested £6,000,000,000- 
£7,000,000,000 overseas,1. His letter to The 
Times Trade Supplement1/11/1930, showing 
it was 60 years and £6 to 7 billion wasted, 43 

SAMPSON. ANTHONY Sampson. Footnote. His 
‘The Sovereign State - The Secret History of 
LT.T.C.’.,124; Identifies the power behind 
Sydney Harold Geneen and I.T.&.T’s world 
wide operations.,124 

‘SAN AN-DRE-AS’ FAULT in the present 
monetary system.,54 

SAVINGS: UNDESIREABLE SAVINGS, OF 
MONEY, other than those which are totally 
lost through interest, are not in themselves 
desirable, as they withdraw purchasing power 
from circulation and by so doing, contribute 
to unemployment.,59; Savings, Parliament 
turns down findings of 1810 Bullion 
Committee, which identified the cause of the 
loss of the value in savings., 79; The Monstrous 
- delusion: “Before the Great War 50% of 
British Savings were invested abroad.”., 87; 
Keynes view, that, man’s “Propensity to save”, 
leads inevitably to underconsumption, 
unemployment, etc.,111; Paul Volker: In 1984 
alone, the cost of financing America’s foreign. 
deficits consumed three fourths of available new 
savings .,156 

SCHACHT. HJALAMAR HORACE GREELEY: 
Hitler’s banker. Originally with J.P.Morgan. 
Was a close friend and associate of Montagu 
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Norman, Governor of the Bank of England. 
Norman was God-father to Schacht's daughter. 
He was viewed by Norman, and Benjamin 
Strong of the Federal Reserve Board and other 
international bankers as “a man they could 
work with in the reconstruction of Germany”. 
Schacht fitted into Norman's scheme for a 
return to the Gold Standard which he saw as 
vital for the restoration of power to the City of 
London.,118; Norman's Imperial Preference 
scheme- set up at the Ottawa Conference in 
1932, to establish the exchange of raw materials 
for manufactured goods, helped Britain’s 
unemployment problem, but not to the extent 
that Schacht’s solution worked in pre-war 
Germany. His scheme brought most of the 
Balkan’s into Germany’s trading orbit, plus 
Argentine and other South American markets. 
Responsible for Germany’s New Economic 
Order, which made conflict with Wall Screet 
and The City of London inevitable. Schacht 
was appointed by Hitler to restore German 
currency after the hyperinflation of the Weimar 
Republic by the process favoured by 
Morganthau and Roosevelt.,118 

SCHRODER WAGG - EUROPE FUND (with 
special attention to Common Market 
Stocks).,141 

SECURITIES AND EXCHANGE 
COMMISSION, Need for one on the 
American pattern.,140 

SELF-INTEREST. Adam Smith’s 
precept.,116 

SHOES. British shopper purchased 256,000,000 
pairs of shoes., 71,000,000 pairs came from 
outside the Common Market.,144 

SHORT-TERM FUNDS. Their precarious 
character. Inadvisedly employed.,112 

SIMPSON. WILLIAM CAYLEY., ref. his Which 
Way Western Man?.,170 

SINGAPORE: Editor’s note: BARINGS 
MERCHANT BANK. Its crash, in February/ 
March 1995. Demonstrates that ‘Unregulated 
Capital’, is still the most serious threat to global 
economic stability and world peace. 

SIX-MILLION UNEMPLOYED IN GERMANY 
IN 1933. (On whose backs Hitler climbed to 
power).,119 

SKIDELSKY, LORD ROBERT. ‘Politicians and 
The Slump’.,97; His letters in regard to this 
book.,36 

SKOUSEN. W. His: “The Naked Capitalist. A 
review of Carroll Quigley’s ‘Tragedy & Hope’. 
Which demonstrates how international 
financiers operate very differently from 
ordinary bankers. Which he says are (1) 
Cosmopolitan. (2) particularly interested with 


great 


INDEX, GLOSSARY & GUIDE 


government debts. (3) all equally devoted to 
secrecy and view all politicians as “too weak 
and too susceptible to temporary popular 
pressure to be trusted with the control of the 
money system.”.,114-15 

SLATER, JIM (Slater Walker), “the cleverest man 
in the world of money”.,123-24 

SLATER WALKER.,123; Slater Walker Financial 
Trust and (Annuity Income Bonds).,141 

SLOCOCK, Michael, “Can Anyone Control the 
Eurodollar Market?’ Sunday Telegraph, article 
20/6/71., 45 

SLUMP: Catastrophic Slump, predicted in para 
521 of the Radcliffe Report of 1959., 126 

SLUMPS AND BOOMS 19th and 20th Century. 
1893 a severe collapse. Panic in 1907.,90-94; 
“...this fatal flaw in the ‘capitalist’ system which 
leads to short-term booms and slumps and 
severe recessions over periods of fifty years or 
so...”.,160 

SMITH, ADAM, having identified three classes in 
society, the capitalist, the worker, and the 
landlord. Stating that Landlords, “love to reap 
where they have not sown”, he failed to 
recognise that through the process of double- 
entry book keeping the banker was able to 
create the equivalent of land and to charge 
interest on the money he was able to create out 
of nothing, and at tiny cost. And by so doing, 
established a 4th class.,50; ‘fourth class- “love 
to reap etc.”, 50; seemed unaware of the 
phenomena known as the ‘trade-cycle’.,83, 110; 
Ref. his pages 274-282, his knowledge of the 
bankers ability to build a pyramid of bank 
created money, a damning indictment of what 
for the past 200 years has passed for 
Capitalism., 80; Only lip-service paid to his 
teachings...as a result, nations saddled with a 
far more rapacious mercantilism than Smith 
could have ever visualised; Exports: Must always 
be matched by ‘real-wealth imports’. As Smith 
envisaged in his Wealth of The Nations, 
p-431Vol.1: Dents., 170; Said, forced-trade is 
detrimental to the country in whose favour it 
is said to be.;Keynes ref. to him; Showed that 
to pile up a surplus was (and still is) detrimental 
to the welfare of the total community, as on 
nation’s surplus is another nation’s deficit.,107; 
his great precept self-interest; Standard of living 
- Not improved by exporting on credit, which 
is followed by unemployment, because the only 
way the recipient can pay the interest, is by 
exporting back to the creditor's country the 
products manufactured on the plant and 
equipment supplied - a situation recognised by 
Adam Smith.,141; His failure to identify the 
“Fourth Class”.,147; Barter Trade: “Goods free 
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of subsidies and bank lending. “That which 
Adam Smith saw as genuine ‘free-trade’.,155; 
See, also, Chapter 1. 

Smith, John, 34 

SOCIAL CREDIT. Anathema to those who benefit 
from the - Cumulative Oppressive Power of The 
Rentier’s Fractional Reserve Banking System. 
A Taboo Subject. A term developed by Major 
C.H.Douglas, who advocated the use of 
interest-free money, created by governments, 
in place of the PSBR for public finances. 

SOCIALISATION OF CREDIT. John Maynard 
Keynes, like Ricardo, Lincoln, Douglas, et al, 
argued for “a somewhat socialisation of 
credit”53, 90, 97, 110, 119; needed to safeguard 
the ‘Marginal efficiency of capital’.,103 

SOCIALISATION OF INVESTMENT.,117 

SOCIALISM BY STEALTH.,138 

SODDY, PROFESSOR, ref. his Wealth; Virtual 
Wealth; and Debt (Omni Publications, 
1933), 44; His brilliant and penetrating 
analysis.,145 

SOROS GEORGE, his amission that Laissez-Faire 
Capitalism is now more dangerous to us and 
our survival than Communism ever was. (for 
Laissez-Faire, read Less-Than-Fair)., 170 

SOUND FINANCE. Weasel-Words, to cover a 
multitude of economic, financial and monetary 
sins. Their implications for Britain.,106 

SOUTH KOREA. The Licencing of imports into 
Britain.,144 

SOUTH SEA COMPANY, see following item 
and., 78 

SOUTH SEA BUBBLE. Disastrous British 
Government scheme in 1720, similar to John 
Law's French fiasco., 78, 81-82; Things seem 
set for a repeat performance.,140 

SOVEREIGN-POWER and the duty of issuing 
money in all forms should be returned to the 
Crown.,132 

SOVEREIGNTY OF PARLIAMENT, the myth 
of. Due to its inability to control monetary 
policy, the Treasury and the Bank of England, 
45 

SPECTATOR, THE, article by Sir Josiah Stamp. 
23/11/1928. On trade depressions in basic 
industries, unemployment, labour-unrest, 
higher taxation, etc.; 7/9/74 points out the 
sheer stupidity of banks in the USA pushing 
up interest rates to 12%.,105; 7/9/1911 What 
businessman would borrow new money at 15% 
when he can buy old CONSOLS at 
153/,%.,149 

SPECULATIVE MONEY-GRABBING..,139 

SPENDING POWER, additional required to 
consume more GNP, 61 
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SPILLARS. During 1979, DALGETTY gained 
control of SPILLARS.,151 

ST.GERMAIN. MR: Chairman of the United 
States House Banking Committee (c.1984) 
warns that “...insulating large banks from the 
natural market-effects of their own mistakes”, 
could set a dangerous precedent.,158 

STAMP, SIR JOSEPH (Josiah) former director of 
the Bank of England, writing about trade 
depressions in The London Spectator, 23/11/ 
1928. 

STATE BANK, needed to regulate and issue all 
money as a facility, not as a commodity, and 
avoid the frequent “debauch of the currency” 
feared by ‘The City’, on the basis that it 
represents competition to their monopoly.,62, 
83, 86, 89, 95, 109, 110, 145, 150 

STATISTICS. Government statistics for 1978 and 
1979 show take-over activities running at a 
furious pace.,151 

STEAM POWER, through it Britain becomes the 
“workshop of the world”., 59 ; 

STEINBERG: The powers behind him.,140; the 
Maxwell-Steinberg saga.,140 

STEWART: Michael Stewarts’s observation in 
‘Keynes and After’, that during the 1930's 
“Governments were helpless. They did what the 
economists told them, and things got 
worse”.,148 

STOCK-BROKERS. Conflicts of interest and 
insider dealing.,140 

STUART, James Gibb St, Scortish Author, 
Monetary Reformer and Publisher. (Ossian 
Publishers Ltd) 268 Bath Street, Glasgow. The 
Money Bomb; Hidden Menace; The Beast In 
The Temple; 

SUNDAY TELEGRAPH. Patrick Hutber. City 
Editor, Sunday Telegraph. The demise of 
Gamages. Ref. - Lord Nuffield, Lord Marks, 
Charles Clore, Maxwell Josephs, Slater Walker, 
Tom Whyte Triumph Investments, 12/3/ 
72.,123; 18/6/1972: “Takeovers add to Italy's 
crisis” & Richard Body.M.P. “Putting A Value 
On Money” 141 

Sunk in the Aclantic (see Atlantic Above) 

Surpluses: Adam Smith showed, that, to pile up a 
surplus was (and still is) detrimental to the 
welfare of the toral community, as one nation’s 
surplus is another nation’s deficit.,107 

SYNDICATED LOANS AS COMPARED TO 
FORFEITURE-NOTES - “Every penny 
advanced is for trade. It takes us away from 
syndicated loans where the funds seem to drop 
into one big bottomless pit”: A statement from 
Mr. Ian Guild of Midland Aval.”.,154-55; The 
Times, 28/9/83: “becomes big business”: A 
system of Barter Trading developed by the 
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banks. The German forfeit-notes of 1983 
showed a remarkable resemblance to those 
issued by Dr.Schacht following Hitler’s 
Nationalist Socialist Party's rise to power., 154- 
55 

Syndicates. In 1974 Eurodollar syndicates increase 
their lending by £140,000,000,000 at 
13%.,149; In the first 9 months of 1979 
syndicates put together loans of 
£40,000,000,000 

T 

TAIWAN. Move to curb imports from there.,144 

TAKEOVERS = FINANCIAL POKER: During 
1978, 567 companies were taken over for 
£1,339, 000, 000. In 1979, 534 were acquired 
for £1,339,000,000. In the last quarter of 79, 
THORN purchased EMI; GEC purchased 
AVERY; BAT gained control of MARDON 
PACKAGING; LEMAS purchased OIL 
EXPLORATION; and DALGETYY gained 
control of SPILLARS.,151 

TAXATION, EXTORTIONATE RATES, used to 
collect accumulating interest. The result of 
governments borrowing rather than creating 
more MO, and spending it into circulation., 
63 

TAXATION, diminishes purchasing power., 63; 
(Note: Taxation should not be used to raise 
revenue, it should be used to withdraw State, 
Public or Treasury created money from 
circulation once it has completed its 
hypothecated (i.e., allotted) task) 

TAXATION, A FORM OF ENFORCED 
SAVING., though some is spent on civil service, 
armed forces, education, health, etc., the 
proportion squandered in interest charges is not 
used in buying up its portion of GNP, which 
causes unemployment.,61 

TAYLOR: J.FRATER-TAYLOR..,102 

TEACH YOURSELF BOOK ON 
ECONOMICS. Of its 177 pages only two 
pages are devoted to the functioning of a Bank., 
48 

THATCHER. MARGARET (BARONESS). 
Leader of the Tory Party., Prime Minister. In 
1979 she dedicated the Party to return to 
‘market forces’ or ‘Margaret forces’. Advocates 
monetarist policies which call for the choking 
off of bank borrowings by the blunt instrument 
of high interest rates with unemployment its 
predictable result.,153 (Strong but Wrong) 

THE GREAT CRASH OF WALL STREET IN 
1929.,90 

THIRD CLASS BANKERS: JOHNSON MATHEY. 
Bullion dealers and “third class bankers”. With 
bad loans of c.£320,000,000,000, in 1983, as 
with Continental Illinois in the United States, 
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British banking authorities have to step in to 
save the banking system form imminent 
collapse.,160; Should it have been saved?.,160; 
Bank of England's reply “it was necessary...Its 
failure would have placed the whole of the City 
of London in a dangerous situation.”.,161 
THIRD WORLD BARTER- Barter and Counter- 
Purchase schemes - in spite of their efficacy, 
judging by history, will soon be frustrated by 
the private (pirate) banking system .,155 
THIRD WORLD DEBT & FOREIGN AID: The 
Report, by Jan Tumlir - GAAT Director of 
Economic Research - in the National 
Westminster Quarterly Review August 1983: 
Entitled - The World Economy Today: Crisis 
or a New Beginning? States: “...for an 
economist...remedies that make sense are 
beyond his means...the threat to democratic 
constitutions can no longer be 
overlooked...Democracy is after all only a 
political method of accommodating change 
without revolution.,157; He further states that 
some of the vast debts will have to written-off 
and or purchased by public authorities...Rather 
suddenly che creditor societies find themselves 
poorer...what they considered wealth held 
abroad, their foreign investments, now turn out 
to have been foreign aid”.,157; Which is 
precisely the case made by Mr.P.C.Loftus, MP, 
in his book “A Main Cause of Unemployment’, 
subtitled ‘An Indictment of our Foreign 
Investment.,157; Which is precisely the case 
made by Mr.P.C.Loftus, MP, in his book in 
1932 entitled: “A Main Cause of 
Unemployment’, subtitled ‘An Indictment of 
our Foreign Investment., 157; fears that the bail- 
out of foreigners and imprudent national banks 
will be passed into law surreptitiously.,157, 
Which is precisely the case made by 
Mr.P.C.Loftus, MP, in his book in 1932, 
entitled: “A Main Cause of Unemployment, 
subtitled ‘An Indictment of our Foreign 
Investment.,157; fears that the bail-out of 
foreigners and imprudent national banks will 
be passed into law surreptitiously.,157, In May 
1984 leading Central Bankers meet in 
Washington to discuss crisis of confidence over 
the Third World’s staggering debt of 
$343,000,000,000...they propose new funding 
to turn short term debts into long term ones...a 
monstrous expedient endorsed by the IMF and 
the World Bank .,158; The effrontery of the 
call by the U.S. Central bank to limic interest 
charges on the debt, bearing in mind the high 
rates of interest levied by the FED in order to 
attract funds to purchase United States 
Treasury Bonds.,158; Each one point rise in 
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the U.S. rate of interest adds a further 
$3,500,000,000 to the debt of Third World 
nations and at the same time threatens the 
stability of the U.S. private banking 
system.,158 

THORN INDUSTRIES. In 1979 purchased 
EMI.,151 

THREE DEADLY SINS OF BANKING. (1) 
Fractional Reserve. (2) Exporting on Credit. 
(3) The Eurodollar.,130 

THREAT OF WAR with Germany in 1938, starts 
money flowing again.,117 

TIMES, The: Exporting on credit, the same - “As 
if the goods were sent to sea and sunk in the 
Adantic”., 87; 17/9/74: Its mention of Loans 
to 40 developing countries., Mr.E.PChappell’s 
letter to The Times on 23/9/1974 pointing out 
that inflation would cost British Manufacturing 
companies an extra £3,000,000,000 merely to 
maintain the same level of business activity., 149 

TIME IS MONEY, if so why does it not decay at 
a similar rate? 63 

TOOKE, his “Banking School”.,84 

TORRENS, his “Currency School”., 84 

TORRENT, ROBERT, MP., his campaign against 
economic distress 1833., 85 

TORY PARTY. Destroying ‘natural capitalism’ , 
the very class which has been the backbone of 
the Conservative Party. By aiding and abetting 
Socialism; Tories telling the truth as they 
see.,138 

TOTALITARIAN STATE. A totalitarian state 
could emerge as a consequence of the present 
world monetary situation (a re-run of the 
1920's and 30’s).,117 

TRADE. Forced trade disadvantageous to country 
in whose favour it is said to be Adam Smith., 
88 

TRADE CYCLES. The 9-10 year “Trade Cycle’ 
“and its undoubted connection with the over 
expansion of private credit”, see also 
Kondratiev; caused by credit-cycles; Adam 
Smith seemed unaware of them; Forced trade 
disadvantageous to country in whose favour it 
is said to be Adam Smith; causes of the Trade- 
Cycle; the restriction of credit being the main 
culprit; Macmillan Report findings.,110-113 

TRADE UNION MOVEMENT. The failure to 
bring it into partnership with Industry and the 
State. Labour's ‘In Place of Strife’. And Edward 
Heath's unsuccessful attempts at the corporate 
state approach.,97 

TRAGIC STORY OF BANK CREATED 
MONEY, The (in spite of thousands of 
previous examples) 90 

TRANSFER PAYMENTS, massive sums of money 
used to pay (unnecessary) charges on money 
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borrowed by governments, from one section 
of the public to another., 60 

TRAVESTY OF INTEREST PAYMENTS., 60 

TREASURY NOTES ISSUED In lieu of gold 
sovereigns.,92 (Bradbury's) 

TREASURY, THWARTED, in its atrempt.to 
finance the war with its own money supply, 
which would have made it independent of the 
Bank of England and the City. 

TRILLION: The cardinal number followed by 18 


zeroes. 
TRIUMPH INVESTMENTS. TOM 
WHYTE.,123-24 


‘TRUE’ BILLS OF EXCHANGE., 81 

“TRUE-CAPITALISM’ - based on savings and 
profit.,88; the difference between ‘true- 
capitalism’ (based on savings and profits), and 
‘imposter-capitalism’ based on bank created 
money., 88; uniquely associated with 
democracy.,124; destroyed by its mortal enemy 
‘imposter-capitalism’.,124 

TRUTH. Tories telling the truth as they see. 

TULLOCH: A.A.G.TULLOCH.,102 

TUMLIR: Jan Tumlir - GAAT Director of 
Economic Research - his article in the National 
Westminster Quarterly Review August 1983. 
The World Economy Today: Crisis or a New 
Beginning? “...for an economist...remedies that 
make sense are beyond his means...the threat 
to democratic constitutions can no longer be 
overlooked.,156 

TWO PLUS TWO MAKE FIVE.,137 

TYCOONS WARRING.,140-141 

TYNDALL OVERSEAS FUND. 3-Way Fund. 
Performance Bonds in conjunction with 
Anthony Gibbs and Hill Samuel High Yield 
Trust.,141 

U 

UNEMPLOYMENT: In spite of exporting being 
said to be beneficial; for the last 20 years of the 
19th century Unemployment stood at 7%. and 
even higher during the first 10 years of the 
20th., 87; reaches 2,829,000, in 1932, with 6 
to 7 millions living on the dole.,115; 
Misinterpretation of Keynes theory and the 
failure to observe the necessary conditions he 
laid down for che success of his cure for 
unemployment.,138; MARKET FORCES. 
Leader of the Tory Party., Prime Minister. In 
1979 she dedicated the Party to return to 
‘market forces’ or ‘Margaret forces’. Advocates 
monetarist policies which call for the choking 
off of bank borrowings by the blunt instrument 
of high interest rates with 1930’s style 
unemployment its predictable and inevitable 
result.,153 

UNICORN “500” TRUST.,141 
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UNINITIATED. The bewildered and deceived 
victims of the money manipulators., 81 

UNITED KINGDOM: A Debt-ridden, Fools 
paradise.,149 

UNITED NATIONS MONETARY & 
FINANCIAL CONFERENCE held at Bretton 
Woods, New Hampshire, USA in 1944, under 
its Final Act (V) its call for the liquidation of 
the Bank For International Settlements “at the 
earliest possible moment”., 119-120 

UNIT-TRUSTS. Only work so long as they 
continue to attract new money, and as long as 
British industry can make profits to meet the 
interest payments which alone make many of 
these trusts viable. This becomes increasingly 
difficult as Trade Unions also strive to increase 
the wages of the producers of the real wealth. 
J.K.Galbraith’s The Great Crash on Wall Street 
1929, shows the part played by financial crusts 
in that tragedy, Investors Overseas Services are 
a more recent reminder. The Daily Telegraph's 
1972 list of Unit Trusts. The Radcliffe 
Committee despair of controlling the rate of 
inflation through the control of the money- 
supply,122; The warnings about their 
proliferation and bewildering permutations. 

UNITED STATES BUDGET DEFICIT. February 
7th 1984 Paul Volker, Chairman of the Federal 
Reserve Board., warns Congress - about the 
“twin- deficits”., 57-58; Paul Volker's perplexity, 
mirrors that of his predecessor in the late 1920's. 
The structural budget and the external account 
deficit expected to top $100,000,000,000. By 
1984, the U.S.A, the largest, richest economy 
was set to become the world’s largest debtor. 
These deficits clouded the prospects of reducing 
our traditionally high levels of interest.,155 

United States Congress (1812) makes provision for 
an issue of $36,000,000, in interest free 
Treasury Notes., 89; The American experience, 
proves to be the same as all previous history, 
the defeat of all attempts to exercise permanent 
control over the money creating activities of 
the private sector - even after banks continue 
to fail., 89 

UNITED STATES CONGRESS (1812) makes 
provision to issue $36,000,000 public-credit- 
dollars, in Interest Free - Treasury Notes.,89 

UNITED STATES CONGRESSIONAL 
BUDGET OFFICE WARNING in 1984 of 
Budget Deficit. 57 

UNITED STATES AND GREAT BRITAIN loan 
rest of world £4,000,000,000 (1919 t01929), 41 

UNITED STATES DOLLAR: as a standard 
managed currency - “Most abjectly the nations 
had subjected their own monetary policies to 
the lead of the Federal Reserve Board. The 
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dollar was a managed currency, and how 
managed?”.,154-156 

UNITED STATES NIGHTMARE. The 
nightmare of government debt-interest rising 
by $20,000,000,000 per annum requiring, 
under convention thinking, to staunch the 
haemorrhage through the sale of $20 billion 
dollars- worth of Treasury bonds, thus adding 
further to the overall problem .,159-160 

UNITED STATES SET TO BECOME 
“WORLD’S LARGEST DEBTOR’”.,58; 
Chairman of Federal Reserve Board informs 
Congress., 155-156 

UNPRODUCTIVE DEBT. The burden of., 113, 
128; In the 1980’s debtor countries become 
more bogged down with the interest on 
unproductive debt which could lead to a world 
monetary collapse.,154 

UNREGULATED CURRENCY DEALINGS 
AND INTEREST: Cause instability in the 
production of real wealth.,160 

UNSOLD PRODUCTION, dangers if exported 
without corresponding wealth being imported., 
59 

UNSTABLE NATURE OF THE WESTERN 
BANKING SYSTEM: Illustrated by the need 
to intervene over situations caused by cases such 
as Johnson Mathey (Bullion dealers and “third 
class bankers”). With bad loans of 
c.£320,000,000, as with Continental Illinois 
in the United States, the Bank of England’s need 
to step in to save the entire banking house of 
cards form imminent collapse.,160-161; 
Should it have been saved? “it was necessary. 
Its failure...would have placed the whole of the 
City in a dangerous situation.”.,160 

‘UTOPIA LIMITED’ Gilbert & Sullivan's opera, 
foot note, 58; 81 

Vv 

VANDERLIP, FRANK. Represented Rockefeller 
interests at the highly secret meeting on Jekyl 
Island in 1910. Which led to the establishment 
of the ‘private’ Federal Reserve System, or 
Board. He says he and the others “Acted as 
furtive as any conspirator.”.,93 

VENARD. WICKLIFFE B. VENARD, SNR. His 
patriotic actions in trying to enforce che issue 
of money only by the Congress of the United 
States., 132 

VICE PRESIDENT (U.S) use of his casting vote to 
defeat renewal of American Bank Charter., 89 

VICTIMS OF THE ILLUSION THAT MONEY 
IS WEALTH., 81 

VOLKER, PAUL, Chairman of the Federal Reserve 
Board. His warnings to Congress - on February 
7th 1984 -about the “twin- deficits”, 57; Paul 
Volker’s perplexity, mirrors that of his 
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predecessor in the late 1920’s.,155; His 
doomsday message to Congress.,157 

VULNERABLE. BRITAIN: Highly vulnerable, 
due to the growth in. Hire-Purchase, Local- 
Government Bonds, Eurodollars, Sterling inter- 
bank market, Sterling certificates of 
deposit.,135 

Ww 

WAGES OF BANKERS, COME IN THE 
FORM OF INTEREST. 

WAGES should be protected in line with Lincoln 
declaration of 1865, 19 

WALL STREET, THE GREAT CRASH OF 1929; 
Things seem set for a repeat performance of 
1929., 78, 90, 99, 118, 122, 140 

WALL STREET, THE 
DEPRESSION.,92 

WALL STREET, defeats the plans of Morganthau 
and the New-Dealers for the state control over 
the creation of money.,120 

WALL STREET, TROTSKY WAS A GUEST OF 
WALL STREET IN 1917. He travelled to 
Russia on an American Passport and with 
$10,000 in his pocket, courtesy of President 
Wilson. Morganthau sought virtual destruction 
of Germany. Finds an ally in Harry Dexter 
White.,120 

WALL. PAT. LABOUR MP, for Bradford North.. 
His death in 1990, led to a by election which 
was contested, for the first time in history, by 
an Islamic Party Candidate.,138 

WALTON. J.T. WALTON-NEWBOLD.,102 

WAR, THE GREAT,1914-18 and World War II, 
1939-46., 91 

WAR BRINGS PANIC. Bank rate raised from 3% 
to 10%. August 1914., 91 

WAR. 1914-18. The war ended with the banks 
richer by£360,000,000 in Govt. Securities and 
an increase in loans from £540,000,000 to 
£1,263,000,000. And the national Debt grew 
from £700,000,000 to £6,000,000,000., 94 

“WAR-MONGERS’ Caused WWI and II., 91 

WARRING TYCOONS.,140 

WATERGATE INVESTIGATIONS, 53 

WELFARE STATE. Its arrival in 1946, and its 
success, in spite of 3 million unemployed, is 
due to Keynes deficit spending theory. 
However, various governments have ignored the 
conditions he laid down as necessary for the 
avoidance of inflation and further 
unemployment (that all the money. used, 
should come into existence at zero interest, as 
does M.O.).,121 

WEALTH, VIRTUAL WEALTH AND DEBT. by 
Professor Soddy. A brilliant and penetrating 
analysis of the ways in which: “Banks create 
and destroy money arbitrarily”.,145 


GREAT 


440 


WEALTH WITHOUT EFFORT: The dream or 
expectation of acquiring wealth without effort 
can only be maintained so long as the producers 
of real-wealth are willing to go on providing 
the unearned income for those who only 
contribute - bank created money - and claim 
to own our National Debt.,126 

WESTERN BANKS. Approaching the limits of 
lending.,135 

WHEELER-DEALERS OF FINANCE AND 
PROPERTY - “Who have had a ball with cheap 
money and inflating prices.”, 140 

WHITE. HARRY DEXTER WHITE. Assistant to 
the Secretary of the United States Treasury. 
Chairman of the IMF at Bretton Woods in 
1944., Henry Morganthau Jnr., Secretary of the 
US Treasury seeking the virtual destruction of 
Germany in 1945. Finds an ally in Harry 
Dexter Whire.,120 

WHYTE, TOM, OF 
INVESTMENTS., 123 

WITHERS, HARTLEY ref. his ‘The Meaning of 
Money’, his observation that “bank deposits 
are created by loans and advances made by the 
banks” and of “...che wonderful growth in the 
nation’s wealth amid the stress of war”, 48 

WICKED CAPITALIST SYSTEM., 138 

WORKERS DEMANDS. Workers, and that 
includes doctors, nurses, teachers, etc. - the real 
producers of new wealth - have more legitimate 
reasons for demanding a fair share from the 
results of their skills and effort, chan those who 
contrive to increase their share of the nation’s 
production through higher interest charges - 
which are, in fact, the wages of the ignoble “4th 
Class’, the money lenders, who were described 
by ... as “excrement living on increment”.,125 

WORKING CLASS: will be induced to taking their 
wages in other than cash.,146 

WOODROW, ALDERMAN of Lowestoft, 
believed Loftus was more socialist than 
conservative, 45 


TRIUMPH 


THE OTHER ROAD TO SERFDOM 


WORLD BANK. Unlike other banks, the World 
Bank was only allowed to lend one dollar for 
every dollar of its callable capital which 
amounts to $75,000,000,000. Other banks can 
lend up to 10 times the amount of the deposits 
they hold - which, in effect, devalues by a factor 
of ten, the savings of their depositors, 156; Its 
plans to borrow $2,000,000,000 dollars to set 
up a subsidiary which would not be constrained 
by this one-for-one rule — in other words — to 
operate a fractional reserve system which would 
add further to the existing problem of world 
wide indebredness.,156 

WORLD BANKING SYSTEM: Little doubt 
remains that it is working on plans to off-load 
its debts onto the shoulders of the taxpayers of 
the world.,156 

WORLD CURRENCIES. The damage caused to 
world trade by their erratic rise and fall.,160 

WORLD CONSPIRACY OF FINANCE.,114 

WORLD ECONOMIC CONFERENCE 1933. 
Powerful interests, call for a return to the Gold 
Standard.,118 

WORLD ECONOMY, overburdened with 
fictitious bank-made money., 90 

WORLD BANKING AND MONETARY 
SYSTEM. 

WORLD TRADE. What causes the constant 
upheavals in world trade., 65; Every day $880, 
billion passes through the world’s Foreign 
Exchange (Forex) Markets. Some $22,100, 
trillion per annum. Yet only £5 trillion is needed 
to finance trade? 61 

X 

X. Mr ‘X’ . The crue story of his unsolicited loan 

to buy War-Loans, 49 
Y 

YIELD. The decline in the yield of ordinary shares, 

105 
Z 
ZEUS, 131 





P RIPT INDIA 


Judging by the appointments made by President elect Obama its seems that we can 
only look forward to more of the same from him and his team of advisors as they 
are all selected by the same CFR body which appointed the outgoing Bush 
administration. In effect we are simply witnessing a change of shift not a change of 
management which from its make-up seems to confirm Lord Mayhew’s observation 
that the occupied territories still extend all the way to White House. 
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